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[Release  Nos.  33-6019,  IC-10569.  IA-665] 

DISCLOSURE  OF  BROKERAGE  PLACE- 
MENT  PRACTICES  BY  CERTAIN 
REGISTERED  INVESTMENT  COMPA¬ 
NIES  AND  CERTAIN  OTHER  ISSU¬ 
ERS 

AGENCY:  Securities  and  Exchange 
Commi^ion. 

ACTION:  Final  rule  and  forms. 

SUMMARY:  The  Commission  is 
amending  a  rule  and  certain  forms  to 
require  certain  registered  investment 
companies,  and  certain  employee  bene¬ 
fit  plans  and  fimds  or  accounts  for 
assets  of  such  plans,  to  make  disclo¬ 
sures  to  investors  about  brokerage 
placement  practices  and  policies.  As 
part  of  the  extensive  1975  amend¬ 
ments  to  the  federal  securities  laws, 
investment  managers  were  explicitly 
relieved,  subject  to  conditions,  of  cer¬ 
tain  liabilities  that  might  have  ac¬ 
crued  to  them  if  they  caused  accounts 
which  they  manage  to  pay  brokerage 
commissions  at  rates  in  excess  of  the 
lowest  rates  available  in  consideration 
of  the  value  of  the  brokerage  and  re¬ 
search  services  provided  by  the  broker 
to  whom  the  commissions  were  paid.  It 
has  long  been  the  position  of  the  Com¬ 
mission  that  such  brokerage  place¬ 
ment  practices,  although  permi^ible, 
should  be  disclosed  to  investors.  The 
amendments  to  the  rule  and  forms 
adopted  by  the  Commission  are  de¬ 
signed  to  require  certain  registered  in¬ 
vestment  companies  and  certain  other 
issuers  to  provide  investors  with  useful 
information  which  they  might  not 
otherwise  receive  about  brokerage 
placement  practices  and  policies.  By 
separate  release  the  Commission  has 
annoimced  the  adoption  of  a  new  rule 
and  registration  form  for  investment 
advisers  which  incorporate  similar 
narrative,  but  not  statistical,  disclo- 
svu-e  requirements  for  certain  regis¬ 
tered  investment  advisers. 

EFFECTIVE  DATE:  May  1,  1979. 
These  amendments  apply  to  registra¬ 
tion  statements  and  proxy  statements 
subject  to  the  amendments  which  are 
filed  or  amended  on  or  after  that  date. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Thomas  D.  Maher,  Esq.,  Division  of 
Investment  Management,  Securities 
and  Exchange  Commission,  500 
North  Capitol  Street,  Washington, 
D.C.  20549  (202)  755-0214. 
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SUPPLEMENTARY  INFORMATION: 
The  Securities  and  Exchange  Commis¬ 
sion  today  adopted: 

(1)  Amendments  to  Forms  N-1  [17 
CFR  239.15  and  274.11]  and  N-2  [17 
CFR  239.14  and  274.11a-l],  integrated 
registration  forms  imder  the  Securi¬ 
ties  Act  of  1933  [15  U.S.C.  77a  et  seq.] 
(“Securities  Act”)  and  the  Investment 
Company  Act  of  1940  [15  U.S.C.  80a  et 
seq.]  ("Investment  Company  Act”); 

(2)  Amendments  to  Forms  S-1  and 
S-8  [17  CFR  239.11  and  239.16b]  under 
the  Securities  Act;  and 

(3)  Amendments  to  Rule  20a-2  [17 
CFR  270.20a-2]  under  the  Investment 
Company  Act. 

These  amendments  require  certain 
investment  companies  registered 
under  the  Investment  Company  Act 
and  some  other  types  of  accoimts  (in¬ 
cluding  certain  H.R.  10  “Keogh” 
plans,  employee  benefit  plans,  and  col¬ 
lective  funds  or  separate  accounts  for 
the  assets  of  such  plans,  interests  or 
participations  in  which  are  registered 
under  the  Securities  Act)  to  make  dis¬ 
closures  to  investors  about  brokerage 
placement  practices  and  policies. 

These  disclosm'e  requirements  re¬ 
flect  a  long-standing  policy  of  the 
Commission  that  brokerage  placement 
practices  of  investment  managers  may 
take  into  consideration  research  and 
brokerage  services,  provided,  however, 
that  such  practices  are  disclosed  to  in¬ 
vestors.  The  Commission’s  Policy 
Statement  on  the  Future  of  the  Secu¬ 
rities  Markets,  February  1972,  ex¬ 
plained  that  the  Commission  believed 
that: 

[Tlhe  providing  of  investment  research  is 
a  fundamental  element  of  the  brokerage 
functions  for  which  the  bona  fide  expendi¬ 
ture  of  the  beneficiary’s  funds  is  completely 
appropriate,  whether  in  the  form  of  higher 
commissions  or  outright  cash  payments.  It 
should  be  disclosed  to  investors  that  their 
money  manager  is  willing  to  exercise  discre¬ 
tion  in  seeking  the  best  information  availa¬ 
ble,  and  does  not  consider  that  there  is  an 
obligation  to  get  the  cheapest  execution  re¬ 
gardless  of  qualitative  consideration.  It 
should  of  course  be  expected  that  managers 
paying  brokers  for  research  with  their  bene¬ 
ficiaries’  commissions  or  other  funds  would 
stand  ready  to  demonstrate  that  such  ex¬ 
penditures  were  bona  fide,  (emphasis  added) 
(at  p.  11).‘ 

Thus,  while  the  Commission’s  position 
has  been  that  such  brokerage  place¬ 
ment  practices  may  be  fully  consistent 
with  an  investment  manager’s  fidu¬ 
ciary  responsibilities  and  the  require¬ 
ments  of  the  federal  securities  laws,  it 
is  necessary  that  they-  be  adequately 
disclosed  to  investors. 

On  November  30,  1976,  the  Commis¬ 
sion  issued  a  notice  (Securities  Act  Re¬ 
lease  No.  5772)  [41  FR  53356,  Decem¬ 
ber  6,  1976]  (the  “1976  Release”)  pro- 


*See  also.  Securities  Act  Release  No.  5250 
(May  9, 1972)  [37  FR  9988,  May  18, 19721. 


posing  to  mandate  disclosure  of  bro¬ 
kerage  placement  practices  by  regis¬ 
tered  investment  advisers  exercising 
investment  discretion  over  client  ac¬ 
counts  (“investment  managers”),  pur¬ 
suant  to  Section  28(e)(2)  [15  IJ.S.C. 
78bb(e)(2)]  of  the  Securities  Exchange 
Act  of  1934  [15  U.S.C.  78  et  seq.].  The 
proposal  consisted  of  Rule  28e2-l  as 
well  as  certain  related  rule  and  regis¬ 
tration  form  changes  which  incorpo¬ 
rated  Rule  28e2-l  by  reference  and  re¬ 
quired  investment  managers  to  dis¬ 
close  their  brokerage  placement  prac¬ 
tices  and  policies  to  clients,  both  indi¬ 
vidual  and  “pooled”  entities.  In  addi¬ 
tion,  investment  companies  and  cer¬ 
tain  other  pooled  entities  were  re¬ 
quired  to  make  prospectus  and  proxy 
disclosure  of  this  information. 

Simultaneously  with  the  adoption  of 
the  amendments  announced  in  this 
notice,  the  Commission  adopted  cer¬ 
tain  new  and  amended  rules  and  forms 
under  the  Investment  Advisers  Act  of 
1940  [15  U.S.C.  80b-l  et  seq.]  ("Advis¬ 
ers  Act”).  Among  these  changes, 
which  are  annoimced  in  Investment 
Advisers  Act  Release  No.  664  (January 
30,  1979).  are  the  adoption  of  revised 
Form  ADV  [17  CFR  279.1]  and  Rule 
204-3  [17  CFR  275.204-3]  (the  “brou- 
chiu’e  rule”)  under  the  Advisers  Act 
which  requires  that  a  brochure  be  de¬ 
livered  to  certain  clients  and  prospec¬ 
tive  clients  of  investment  advisers. 

Both  Forms  N-1  and  N-2,  as  previ¬ 
ously  adopted,  ^  and  the  brouchure 
rule,  as  previously  proposed,  would 
have  required  disclosure  relating  to 
brokerage  placement  practices.  This 
notice  announces  the  revision  of  Items 
7  and  9  in  Forms  N-1  and  N-2,  respec¬ 
tively,  and  the  inclusion  of  comparable 
disclosure  requirements,  as  proposed 
in  the  1976  Release,  in  certain  other 
pooled-fund  prospectuses  and  an  In¬ 
vestment  Company  Act  proxy  rule. 
Similar  revisions  have  been  made  in 
the  relevant  portion  of  the  brochure 
rule  as  previously  proposed.* 

In  so  doing,  all  of  the  substance  of 
Rule  28e2-l  (as  modified  in  light  of 


’Securities  Act  Release  No.  5964  (August 
28,  1978)  [43  FR  39548,  September  5,  1978]. 
In  Securities  Act  Release  No.  6014  (January 
11,  1979)  [44  FR  4466,  January  22,  19791  the 
Commission  announced  that  it  had  decided 
that  no  further  changes  should  be  made  to 
the  items  in  Forms  N-1  and  N-2  on  which 
submission  of  additional  comments  by  the 
public  was  invited  in  Securities  Act  Release 
No.  5964. 

’Advisers  Act  Release  Nos.  601  and  602 
(July  21,  1977)  [42  FR  38316,  38319,  July  27. 
19771.  The  brochure  rule  was  originally  pro¬ 
posed  in  Advisers  Act  Release  No.  442 
(March  5,  1975)  [40  FR  11897,  March  14, 
19751.  As  adopted.  Item  11  of  Part  II  of  re¬ 
vised  Form  ADV  requests  certain  narrative 
information  about  brokerage  placement 
practices  of  certain  investment  advisers. 
Pursuant  to  Rule  204-3  under  the  Advisers 
Act,  Part  II  of  revised  Form  ADV,  or  the  in¬ 
formation  contained  in  Part  II.  will  be  deliv¬ 
ered  to  certain  clients  and  prospective  cli¬ 
ents  of  investment  advisers. 
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comments)  has  been  adopted  for 
pooled  funds  under  the  Commission’s 
jurisdiction.  Registered  investment  ad¬ 
visers  who  have  brokerage  placement 
discretion  would  be  required  to  include 
in  their  brochure  narrative  informa¬ 
tion  identical  to  that  pooled  entities 
will  be  required  to  disclose  to  share¬ 
holders.  Statistical  disclosure  by  such 
advisers,  which  would  have  been  re¬ 
quired  by  Rule  23e2-l,  would  not  be 
required  since  the  brochure  is  a  docu¬ 
ment  of  general  description.  Requiring 
individual  statistical  disclosure  by 
such  advisers,  on  an  account  by  ac¬ 
count  basis,  can  be  a  subject  of  future 
Inquiry  In  conjunction  with  other  indi¬ 
vidualized  disclosures  which  may  be 
relevant  to  advisory  clients.  The  Com¬ 
mission  believes  that  it  is  important  to 
adopt  these  amended  disclosure  re¬ 
quirements  at  this  time  so  that  they 
may  be  incorporated  on  a  timely  basis 
in  new  Forms  N-1  and  N-2,  which 
became  effective  for  certain  manage¬ 
ment  investment  companies  on  Janu¬ 
ary  1,  1979,  and  into  the  new  brochure 
rule. 

The  disclosure  requirements  reflect 
the  better  current  disclosure  by  regis¬ 
tered  investment  companies  of  broker¬ 
age  placement  practices.  Thus,  these 
requirements  will  serve  to  standardize 
such  disclosure,  not  only  among  regis¬ 
tered  investment  companies,  but  also 
among  such  investment  companies  and 
some  other  types  of  pooled  accounts 
whose  securities  are  registered  under 
the  Securities  Act.  Further,  requiring 
registered  investment  advisers  who  ex¬ 
ercise  discretion  over  client  accounts 
to  make  comparable  narrative  disclo¬ 
sure  in  their  brochures  also  adjusts 
this  disclosure  requirement  to  that 
which  the  Commission  now  believes  to 
be  preferable. 

It  should  be  noted,  however,  that 
the  amended  rule  and  forms  represent 
mandatory  disclosure  standards.  More 
detailed  or  additional  information  and 
explanatory  material  could  and  should 
be  provided  where  necessary,  because 
of  circumstances  in  particular  cases,  to 
ensure  that  all  material  information 
regarding  brokerage  placement  prac¬ 
tices  and  policies  will  be  disclosed  to 
investors. 

Background 

Section  28(e),  ‘  v/hich  was  enacted  as 
a  part  of  the  Securities  Acts  Amend- 


*  Section  28(e)  provides  that:  (1)  No  person 
using  the  mails,  or  any  means  or  instrumen¬ 
tality  of  interstate  commerce,  in  the  exer¬ 
cise  of  investment  discretion  with  respect  to 
an  account  shall  be  deemed  to  have  acted 
unlawfully  or  to  have  breached  a  fiduciary 
duty  under  State  or  Federal  law  unless  ex¬ 
pressly  provided  to  the  contrary  by  a  law 
enacted  by  the  Congress  or  any  State  subse¬ 
quent  to  the  date  of  enactment  of  the  Secu¬ 
rities  Acts  Amendments  in  (sic!  1975  solely 
by  reason  of  his  having  caused  the  account 
to  pay  a  member  of  an  exchange,  broker,  or 
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ments  of  1975  [Pub.  L.  No.  94-29  (June 
4.  1975)],  resulted  from  the  concern  of 
investment  mainageis  and,  to  some 
extent,  research  oriented  brokerage 
firm.s  that  in  an  environment  of  fully 
negotiated  commission  rates  an  invest¬ 
ment  manager  would  be  subject  to  suit 
alleging  breach  of  fiduciary  duty  if  it 
effected  securities  transactions  involv¬ 
ing  payment  of  commissions  at  rates 
in  excess  of  the  lowest  rates  available. 
Pursuant  to  Section  28(e)(1),  invest¬ 
ment  managers,  when  acting  in  good 
faith,  are  relieved  of  certain  liabilities 
that  might  have  accrued  to  them  if 
they  caiised  accounts  which  they 
manage  to  pay  brokerage  commissions 
at  rates  in  excess  of  the  lowest  rates 
available  in  consideration  of  the  value 
of  brokerage  and  research  services 
provided  by  the  broker  to  whom  the 
commissions  were  paid.  Under  Section 
28(e)(2)  the  Commission  may  adopt 
disclosure  requirements  concerning 
brokerage  placement  policies  and  prac¬ 
tices  for  any  person,  other  than  a 


dealer  an  amount  of  commission  for  effect¬ 
ing  a  securities  transaction  in  excess  of  the 
amount  of  commission  another  member  of 
an  exchange,  broker,  or  dealer  would  have 
charged  for  effecting  that  transaction,  if 
such  person  determined  in  good  faith  that 
such  amount  of  commission  was  reasonable 
in  relation  to  the  value  of  the  brokerage  and 
research  services  provided  by  such  member, 
broker,  or  dealer,  viewed  in  terms  of  either 
that  particular  transaction  or  his  overall  re¬ 
sponsibilities  with  respect  to  the  accounts  as 
to  which  he  exercises  investment  discretion. 
This  subsection  is  exclusive  and  plenary  in¬ 
sofar  as  conduct  is  covered  by  the  foregoing, 
unless  otherwise  expressly  provided  by  con¬ 
tract:  Provided,  however,  that  nothing  in 
this  subsection  shall  be  construed  to  impair 
or  limit  the  power  of  the  Commission  under 
any  other  provision  of  this  title  or  other¬ 
wise. 

(2)  A  person  exercising  investment  discre¬ 
tion  with  respect  to  an  account  shall  make 
such  disclosure  of  his  policies  and  practices 
with  respect  to  commissions  that  will  be 
paid  for  effecting  securities  transactions,  at 
such  times  and  in  such  manner,  as  the  ap¬ 
propriate  regulatory  agency,  by  rule,  may 
prescribe  as  necessary  or  appropriate  in  the 
public  interest  or  for  the  protection  of  in¬ 
vestors. 

(3)  For  purposes  of  this  subscx;tion  a 
person  provides  brokerage  and  research 
services  insofar  as  he— 

(A)  furnishes  advice,  either  directly  or 
through  publications  or  writings,  as  to  the 
value  of  securities,  the  advisability  of  invest¬ 
ing  in.  purchasing,  or  selling  securities,  and 
the  availability  of  securities  or  purchasers 
or  sellers  of  securities; 

(B)  furnishes  analyses  and  reports  con¬ 
cerning  issuers,  industries,  securities,  eco¬ 
nomic  factors  andjrends,  portfolio  strategy, 
and  the  performance  of  accounts:  or 

(C)  effects  securities  transactions  and  per¬ 
forms  functions  incidental  thereto  (such  as 
clearance,  settlement,  and  custody)  or  re¬ 
quired  in  connection  therewith  by  rules  of 
the  Comml.s5ion  or  a  self -regulatory  organi¬ 
zation  of  which  such  person  is  a  member  or 
person  associated  with  a  member  or  in 
which  such  person  is  a  participant. 
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bank,*  who  exercises  investment  dis¬ 
cretion,  as  defined  by  Section  3(a)(33) 
115  U.S.C.  78c(a)(35)]  of  the  Exchange 
Act  or  by  Commission  rule. 

In  1976,  the  Commission  issued  a 
proposed  rulemaking  (the  1976  Re¬ 
lease)  concemir.g  the  disclosure  of 
brokerage  placement  practices  by  in¬ 
vestment  managers  for  which  the 
Commission  is  the  appropriate  regula¬ 
tory  agency  and  as  to  whom  the  Com¬ 
mission  would  be  able  to  effectively 
enforce  such  requirements. 

Modifications  From  the  1976  Release 

CHANGES  IN  FORMAT  AND  SCOPE 

The  1976  Release  contemplated  re¬ 
quiring  registered  investment  advisers 
to  deliver  to  clients  over  whose  ac¬ 
counts  they  exercised  investment  dis¬ 
cretion,  as  there  defined,  a  document 
containing  disclosures  regardii:g  bro¬ 
kerage  placement  practices  specified 
in  proposed  Rule  28e2-l.  While  such 
disclosure  is  important,  so  too  are 
many  other  matters  relating  to  an  in¬ 
vestment  adviser  (his  experience, 
methodology,  etc.).  In  this  connection, 
the  Commission  in  1975  and  again  in 
1977  proposed  a  brochure  rule  which 
would  have  required  investment  advis¬ 
ers  to  provide  their  clients  with  com¬ 
prehensive  written  disclosure  state¬ 
ments,  including  some  information  re¬ 
garding  brokerage  placement  prac¬ 
tices.  The  Commission  has  deterniLred 
that  the  preferable  approach  is  to 
eliminate  the  requirement  for  a  sepa¬ 
rate  disclosure  document  as  propo:;8d 
in  the  1976  Release  and  to  incorporate 
more  comprehensive  brokerage  place¬ 
ment  practice  disclosure  requirements 
into  new  Rule  204-3  and  revised  Form 
ADV  under  the  Advisers  Act.  Only 
narrative  disclosure  would  be  required 
in  the  brochure,  however,  because  in¬ 
dividualized  statistical  disclosure  as 
proposed  in  Rule  28e2-l  woidd  not  be 
compatible  with  a  general  disclosure 
document  such  as  the  brochure.* 

Investment  compariies  registered 
under  the  Investment  Company  Act 
and  some  other  types  of  accounts  (in¬ 
cluding  Keogh  Plans,  other  employee 
benefit  plans,  and  collective  funds  or 
separate  accounts  for  the  assets  of 
such  plans,  interests  or  participations 


‘Under  Section  3(a){34KP)  115  U.S.C. 
78c(a)(34)(F)]  of  the  Exchange  Act,  the 
Comptroller  of  the  Currency,  the  Federal 
Reserve  Board,  and  the  Federal  Deposit  In¬ 
surance  Corporation,  rather  than  the  Com¬ 
mission,  have  responsibility  for  adopting 
disciosure  requirements  with  respect  to 
banks  subject  to  their  jurisdiction  and 
which  exercise  Investment  discretion  for  the 
account  of  others. 

•The  statistical  information  to  be  re¬ 
quired  of  investment  companies  and  certain 
other  pooled  entitles  Is  discussed  subse¬ 
quently,  as  is  the  Commission’s  determina¬ 
tion  not  to  require  that  such  Information  be 
furnished  to  clients  of  investment  managers 
at  this  time. 
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in  which  are  regristered  under  the  Se¬ 
curities  Act)  are  required  to  deliver 
prospectuses.  Since  a  vehicle  currently 
exists  in  which  brokerage  placement 
practices  can  be  and,  in  many  in¬ 
stances.  are  set  forth,  the  Commission 
has  determined  that  they  should  be 
set  forth  therein  in  accordance  with 
uniform  disclosure  requirements. 

While  Forms  N-1  and  N-2,  the  inte¬ 
grated  registration  forms  for  invest¬ 
ment  companies,  already  include  items 
requiring  disclosure  of  brokerage  allo¬ 
cation,  the  items  as  now  revised  are 
more  attuned  to  current  practices.  It 
should  be  noted  that  comment  was 
sought  on  certain  items  in  Forms  N-1 
and  N-2  as  adopted,  other  than  the 
brokerage  allocation  items,  but  no 
comments  were  received.  Hence,  the 
amendments  being  adopted  will  com¬ 
plete  the  current  investment  company 
forms  revision  effort. 

Thus,  the  Conunission  has  adopted 
revised  disclosure  requirements  re- 
gardkig  brokerage  placement  pratices 
self-contained  in  Forms  N-1  and  N-2, 
Rule  20a-2  under  the  Investment 
Company  Act  (a  proxy  rule).  Forms  S- 
1  and  S-8  under  the  Securities  Act, 
a4id  in  Part  II  of  re\'ised  Form  ADV 
under  the  Advisers  Act. 

CHANGES  IN  DISCLOSURE 

In  light  of  the  comments  received 
from  the  public,  the  Commission  has 
made  certain  modifications  from  the 
1976  Release’s  proposed  rulemaking. 
As  mentioned  above,  the  information 
which  generally  hag  been  retained  rep¬ 
resents  matters  which— to  a  greater  or 
lesser  degree— are  frequently  treated 
in  existing  investment  company  disclo¬ 
sure  documents.  However,  the  general 
quality  of  disclosure  in  this  area  is 
uneven  and,  with  respect  to  invest¬ 
ment  advisers  and  pooled  accoimts 
which  are  not  registered  investment 
companies.  Insufficient  or  non-exis¬ 
tent.  Essentially,  the  Commission  has 
taken  the  investment  company  indus¬ 
try’s  better  practices  as  the  basis  for 
the  industry’s  required  standards  and 
for  the  standards  to  be  required  of  in¬ 
vestment  managers.  The  Commission 
believes  that  the  disclosure  require¬ 
ments  it  has  adopted  are  more  attuned 
to  current  brokerage  allocation  prac¬ 
tices  and  in  some  cases  will  elicit  dis¬ 
closure  more  meaningful  than  that 
now  being  provided. 

Narrative  Information  to  be 
Disclosed 

Paragraph  (d)  of  proposed  Rule 
28e2-l  would  have  required  invest¬ 
ment  managers  to  provide:  (DA  de¬ 
scription  of  how  brokers  are  selected 
to  effect  transactions  for  the  managed 
account  and  how  evaluations  are  made 
of  the  overall  reasonableness  of  com¬ 
missions  paid;  (2)  a  brief  description  of 
any  research  services  which  the  invest- 


RULES  AND  REGULATIONS 

ment  manager  obtains  “in  return  for’’ 
brokerage  commissions,  the  extent  to 
which  such  research  is  obtained  for 
the  purpose  of  benefiting  accounts 
generally  or  specific  managed  ac¬ 
counts  of  the  investment  manager  and 
any  other  research  services  provided 
for  the  managed  account;  and  (3)  a 
brief  description  of  certain  other  serv¬ 
ices  and  items  of  value  received  from 
brokers  by  the  investment  manager  or 
affiliated  persons  of  the  investment 
manager  and  an  estimate  of  their  fair 
market  value.  Among  the  critical  com¬ 
ments  were: 

That  it  is  impractical  to  determine 
whether  specific  research  was  ob¬ 
tained  “in  return  for”  commissions. 
For  example,  commentators  expressed 
doubt  regarding  the  status  of  unsoli¬ 
cited  and  unused  ser\uces,  or  services 
received  from  brokers  to  whom  no 
commissions  were  ultimately  paid. 
That  it  would  result  in  lengthy  lists  of 
little  benefit  to  investors.  Commenta¬ 
tors  believed  that  the  proposal  could 
be  read  to  require  detailed  lists  of  re¬ 
search  services  received,  including  ma¬ 
terials  received  on  an  misolicated  basis 
or  unused  in  the  management  of  the 
account. 

That  it  could  restrict  investment  ad¬ 
visors’  obtaining  materials  which 
would  be  useful  to  their  managed  ac¬ 
count,  but  which  had  not  been  de¬ 
scribed  in  the  appropriate  prospectus. 

That  it  would  cause  confusion  con¬ 
cerning  whether  the  disclosure  of 
“other”  services  provided  would  in¬ 
clude  internally  generated  research. 

That  the  requirement  of  disclosing 
any  other  “services  or  items  of  value” 
may  result  in  lengthy  disclosure  not 
involving  paying-up  for  research  or 
brokerage  services  and  therefore  not 
within  the  scope  of  Section  28(e). 
.Moreover,  it  may  not  be  practicable  to 
place  a  fair  market  value  on  these 
services  or  items. 

And  that  it  is  infeasible  to  separate 
commissions  into  their  research  and 
brokerage  services  components.  (This 
was  in  response  to  a  request  for  com¬ 
ments  on  the  feasibility  and  desirabil¬ 
ity  of  requiring  disclosure  of  specific 
dollar  amounts  paid  through  broker¬ 
age  commissions  for  research  services 
as  an  alternative,  or  addition,  to  the 
proposed  disclosure  requirements.) 

The  Commission  believes  that  these 
concerns  are  addressed  adequately  in 
the  adopted  amendments.  These 
amendments  require  disclosing  any 
factors,  such  as  receiving  research,  in¬ 
volved  in  selecting  brokers  even  if  the 
investment  manager  would  assert  that 
he  is  not  for  that  research  service 
“paying-up.”  If  the  receipt  of  research 
services  is  a  factor  in  selecting  brokers, 
the  nature  of  such  research  services 
has  to  be  described.  Additionally,  the 
amendments  require  appropriate  dis¬ 
closure  whenever  the  receipt  of  prod¬ 


ucts  or  services  other  than  brokerage 
or  research  services  is  a  “factor”  in  the 
selection  of  brokers. '  Further,  the 
amendments  ask  for  a  statement 
whether  persons  acting  on  the  behalf 
of  an  account  are  authorized  to  pay  a 
broker  a  brokerage  commission  in 
excess  of  that  which  another  broker 
might  have  charged  for  effecting  the 
same  transaction,  in  recognition  of  the 
value  of  (1)  brokerage  or  (2)  research 
services  provided  by  the  broker.  This 
will  clarify  whether  investment  man¬ 
agers  have  the  authority  to  allocate 
client  brokerage  and  pay  a  commission 
higher  than  the  lowest  rate  obtain¬ 
able. 

Commentators  on  the  1976  Release 
also  stated  that  a  disclosure  require¬ 
ment  of  the  extent  to  which  research 
was  or  will  be  obtained  to  benefit  spe¬ 
cific  or  all  accounts  of  an  investment 
manager  would  be  unreasonably  com¬ 
plicated.  They  believed  that  such  re¬ 
search  frequently  benefits  many— or 
all— of  the  manager’s  accounts,  but 
that  it  is  impracticable  to  “allocate” 
specifically  this  benefit  among  those 
accounts.  The  Commission  never  in¬ 
tended  that  the  investment  manager 
formulate  as  percentages  or  dollar 
amounts  the  extent  to  which  specific 
services  benefit  particular  accounts 
and  Section  28(e)  clearly  states  that 
that  it  not  relevant.  To  clarify  this 
point,  the  Commission  has  decided  to 
require  that  investment  managers  be 
required  to  explain,  if  applicable,  that 
reseaich  services  they  obtain  with  an 
account’s  brokerage  may  be  iu?ed  by 
the  investment  manager  in  servicing 
all  of  its  accounts  and  that  not  all 
such  services  may  be  used  in  connec¬ 
tion  with  the  account  which  paid  com¬ 
missions  to  a  broker  providing  such 
services.  Of  course,  if  other  policies  or 
practices  are  applicable  to  the  account 
with  respect  to  the  allocation  of  re¬ 
search  services  provided  by  brokers  or 
the  costs  thereof,  such  policies  and 
practices  would  be  required  to  be  ex¬ 
plained. 

The  Commission  understands  that 
some  pooled  entities  or  their  invest¬ 
ment  managers,  pursuant  to  agree¬ 
ment  or  understanding  with  brokers  or 
by  internal  allocation  process,  direct 
commissions  to  particular  brokers  be¬ 
cause  of  research  services  that  they 
provide.  Where  this  situation  exists, 
the  Commission  has  decided  to  require 
that  the  amount  of  such  transactions 
and  the  related  commissions  be  dis¬ 
closed  in  prospectuses  and  proxy  state- 


^  These  items  coiUd  include,  for  example, 
office  furniture,  non-research  oriented  com¬ 
puter  services,  or  kick-backs.  See  Exchange 
Act  Release  No,  12251  (March  24.  1976)  [41 
FR  13678,  March  31, 1976].  The  Commission 
would  expect  that,  except  where  such  items 
are  nominally  valued,  receiving  such  prod¬ 
ucts  or  services,  even  though  not  protected 
by  Section  28(e),  would  be  considered  a 
factor  in  selecting  brokers. 
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ments.  •  Pursuant  to  the  brochure 
rule,  investment  managers  will  be  re¬ 
quired  to  disclose  to  clients  the  exist¬ 
ence  of  any  such  arrangements  but 
not  the  amount  of  the  transactions 
and  related  commissions. 

Statistical  Information  To  Be 
Disclosed 

GENERAL 

Paragraph  (d)(4)  of  proposed  Rule 
28e2-l  would  have  required  the  follow¬ 
ing  specific  statistical  information  re¬ 
garding  brokerage  commissions:  (i) 
The  total  amount  of  brokerage  com¬ 
missions  paid  by  the  managed  account 
expressed  both  as  a  dollar  amount  and 
as  a  percentage  of  the  average  net 
assets  of  the  account  (calculated  on 
the  basis  of  the  same  period  as  the  ad¬ 
visory  fee  is  calculated);  (ii)  the  total 
dollar  amount  of  such  commissions 
paid  to  the  investment  manager  or  to 
brokers  who  are  affiliated  persons  of 
the  investment  manager;  and  (iii)  the 
average  commission  rate  paid  by  the 
managed  account  (A)  on  all  transac¬ 
tions  involving  the  payment  of  com¬ 
missions  to  any  broker  and  (B)  on  all 
transactions  involving  the  payment  of 
commissions  to  the  investment  man- 
a'ger  or  brokers  who  are  affiliated  per¬ 
sons  of  the  investment  manager. 

After  considering  the  comments  re¬ 
ceived  in  response  to  the  1976  Release, 
the  Commission  has  made  a  substan¬ 
tial  modification  of  the  required  statis¬ 
tical  disclosure: 

(1)  The  dollar  amounts  of  brokerage 
commissions  paid  in  each  of  the  last 
three  years  in  the  aggregate  and  to 
each  of  certain  brokers  having  speci¬ 
fied  relationships  with  the  registrant 
or  other  named  entities  (“affiliated 
broker”)  are  regularly  disclosed  by 
registeied  investment  companies  and 
such  requirements  have  been  retained. 
Also,  as  required  in  the  1976  Release, 
this  information  will  have  to  be  dis¬ 
closed  by  certain  other  pooled  entities. 

(2)  On  the  other  hand,  the  Commis¬ 
sion  is  not  requiring  that  commissions 
as  a  percentage  of  average  net  assets 
be  shown  because  it  is  a  statistic  that 
shareholders  of  registered  investment 
companies  and  similar  entities  could,  if 
interested,  calculate  using  data  al¬ 
ready  being  disclosed.  Moreover,  such 
inform-ation  would  be  largely  a  func¬ 
tion  of  portfolio  turnover. 

(3)  The  Commission  is  sensitive  to 
the  concerns  of  investment  managers 
that  average  commission  rates  would 
place  an  unintended  premium  on 
paying  the  lowest  available  commis- 


•This  requirement  reflects  the  Commis¬ 
sion’s  understanding  that  brokerage  services 
have  not  “unbimdled”  generally.  An  invest¬ 
ment  entity  may  not  “pay-up”  in  this  sense 
for  research,  but,  rather,  may  allocate  his 
brokerage  business  (to  effected  at  the 
prevailing  rate)  according  to  the  research 
services  provided. 
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Sion  rates  without  reference  to  the 
availability  of  brokerage  or  research 
services.  An  obligation  to  get  the  chea¬ 
pest  execution  regardless  of  qualita¬ 
tive  considerations  has  been  rejected 
by  the  Commission  and  the  Congress. 
The  Commission  accordingly  has  not 
required  showing  average  commL^ion 
rates. 

(4)  The  amendments  include  a  new 
item  of  statistical  information,  only 
for  the  most  recent  fiscal  year,  where 
an  affiliated  broker  is  used:  the  per¬ 
centage  of  registrant’s  aggregate 
dollar  amount  of  brokerage  commis¬ 
sions  paid  to  each  such  affiliate  as  well 
as  the  percentage  of  registrant’s  aggre¬ 
gate  dollar  amount  of  transactions  in¬ 
volving  the  payment  of  commissions 
effected  through  each  such  affiliate. 
Where  there  is  a  material  difference 
in  the  figures,  the  anomaly  would 
have  to  be  explained.  Investors  would 
learn  whether  an  affiliate’s  compensa¬ 
tion  is  on  the  average  on  a  basis  simi¬ 
lar  to  that  of  other  brokers  used  by 
the  registrant,  or,  if  the  portion  of 
compensation  received  is  materially 
greater  or  less  than  the  portion  of 
transactions  done,  the  reasons  there¬ 
for. 

The  specific  statistical  information 
that  would  be  required  in  the  annual 
proxy  statements  of  registered  invest¬ 
ment  companies  as  well  as  in  their  pro¬ 
spectuses  and  in  prospectuses  of  em¬ 
ployee  benefit  plans,  funds  and  ac¬ 
counts  subject  to  the  amended  rules 
would  not,  at  this  time,  be  required  of 
investment  managers  in  the  brochure 
rule  or  revised  Form  ADV.  The  inclu¬ 
sion  of  statistical  information  regard¬ 
ing  specific  clients  would  be  inappro¬ 
priate  in  a  general  disclosure  docu¬ 
ment  which  will  be  available  to  all  ad¬ 
visory  clients.  Moreover,  many  com¬ 
mentators  on  the  1976  Release  be¬ 
lieved  that  annually  computing  statis¬ 
tical  information  on  an  account  by  ac¬ 
count  basis  and  supplying  it  to  clients 
would  result  in  sigmificant  additional 
costs  to  investment  managers,  particu¬ 
larly  small  investment  managers  who 
would  have  to  make  such  computa¬ 
tions  manually. 

Were  statistical  data  required  to  be 
delivered  to  accounts  discretionarily 
managed,  it  would  require  that  a  sepa¬ 
rate  ,discl''sure  document  be  prepared 
for  eac  account.®  Whether  this 
should  be  required  at  all  has  been 
questioned.  Many  advisory  clients  re¬ 
ceive  confirmations  from  brokers  from 
which  they  themselves  could  compute 
the  required  information,  and,  in 
many  cases,  such  information  is  availa¬ 
ble  to  investment  advisory  clients  on 
request. The  Commission  will  contin- 


*  Under  the  Advisers  Act  and  rules  there¬ 
under,  only  advisers  who  have  custody  or 
possession  of  clients’  funds  or  securities 
have  been  required  to  furnish  individualized 
reports  to  clients. 

'®The  brochure  rule  requires  disclosure  of 
the  investment  manager’s  relationsnip  with 
any  broker-dealer. 
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ue  to  assess  the  need  for  periodic  sta¬ 
tistical  disclosure  in  this  area.  It  be¬ 
lieves,  however,  that  this  should  be  a 
part  of  a  more  general  inquiry  as  to 
what  t3tpes  of  information  should  be 
disclosed  to  clients  on  an  individual¬ 
ized  basis. 

Affiliated  Brokers 

In  the  1976  Release,  the  Commission 
specifically  invited  comments  on  the 
desirability  of  substantive  limitations 
on  the  payment  of  more  than  normal 
charges  for  execution  alone  to  a 
broker  affiliated  with  the  investment 
manager  in  return  for  research  serv¬ 
ices,  and  what,  if  any,  additional  dis¬ 
closures  would  be  appropriate  with  re¬ 
spect  to  such  practices.  Some  commen¬ 
tators  simply  opposed  any  rule  against 
paying  up  to  affiliates  on  grounds  that 
there  was  no  history  of  abuses  indicat¬ 
ing  the  need  for  such  a  rule.  Other 
commentators  believed  that  paying  up 
to  affiliates  should  be  prohibited,  and 
noted  that  money  managers  using  af¬ 
filiated  brokers  had  traditionally  es¬ 
chewed ’any  such  practice.  The  Com¬ 
mission  Is  of  th-e  view  that  if  an  ac¬ 
count  were  to  be  charged  with  broker¬ 
age  commissions  paid  to  an  affiliate 
which  reflect  more  than  normal 
charges  for  execution  alone,  the  in¬ 
vestment  manager  would  be  under  a 
heavy  burden  to  show  that  such  pay¬ 
ments  were  appropriate. 

Certain  Findings 

The  amendments  to  Rule  20a-2  and 
Forms  N-1,  N-2,  S-1  and  S-8,  and  Item 
11  of  Part  II  of  revised  Form  ADV- 
under  the  Advisers  Act  which  the 
Commission  has  adopted  in  a  simulta¬ 
neous  action,  are  adopted  pursuant,  in 
part,  to  the  authority  of  Sections 
3(a)(35)(C)  and  28(e)(2)  of  the  Ex¬ 
change  Act.  The  Commission  is  re¬ 
quired  by  Section  23(a)(2)  of  the  Ex¬ 
change  Act  [15  U.S.C.  78w(a)(2)]  to 
consider  the  impact  that  the  amend¬ 
ments  adopted  herein  would  have  on 
competition.  In  view  of  the  fact  that 
similar  narrative  disclosure  is  to  be  re¬ 
quired  of  investment  advisers  and  in¬ 
vestment  companies  and  certain  other 
pooled  entities,  the  Commission  has 
concluded  that  these  amendments 
impose  no  siguiificant  burden  on  com¬ 
petition  among  persons  subject  to  the 
Commission’s  jurisdiction.  Under  Sec¬ 
tions  28(e)(2),  23(a)(1)  [15  U.S.C. 
78w(a)(l)],  and  3(a)(34)(F)  of  the  Ex¬ 
change  Act,  the  Board  of  Govemers  of 
the  Federal  Reserve  System,  the 
r^omptj-oUer  of  the  Currency,  and  the 
Federal  Deposit  Insurance  Corpora¬ 
tion  are  granted  the  authority  to  re¬ 
quire  by  rule  the  disclosure  of  broker¬ 
age  placement  practices  of  institution¬ 
al  investment  managers  which  are 
banks  subject  to*  the  authority  of 
those  agencies.  'The  Commission  has 
informed  those  agencies  of  its  intend- 
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ed  actions  and  stands  ready  to  consult 
with  them  with  a  view  to  their  requir¬ 
ing  corresponding  disclosure  by  those 
persons  regulated  by  them  who  exer¬ 
cise  investment  discretion.  In  any 
event,  the  Commission  has  determined 
that  any  possible  burden  will  be 
outweighed  by,  and  is  necessary  and 
appropriate  to  achieve,  the  benefits  of 
these  amendments  to  investors. 

Commission  Action 

PART  239— FORMS  PRESCRIBED 
UNDER  THE  SECURITIES  ACT  OF 
1933 

PART  274— FORMS  PRESCRIBED 
UNDER  THE  INVESTMENT  COMPA¬ 
NY  ACT  OF  1940 

I.  Parts  239  and  274  of  Chapter  II  of 
Title  17  of  the  Code  of  Federal  Regu¬ 
lations  are  amended  as  follows: 

1.  By  revising  Item  7,  Part  I,  of  Form 
N-1  to  read  as  follows: 

§  239.15  Form  N-1,  for  open-end  managed 
investment  companies  registered  on 
Form  N-8A. 

§  274.11  Form  N-1,  registration  statement 
of  open-end  management  investment 
companies. 

•  •  •  •  • 

Item  7.  Brokerage  Allocation 

(a)  State  for  the  period  indicated: 

(1)  The  aggregate  dollar  amount  of  bro¬ 
kerage  commissions  paid  by  the  Registrant 
during  the  three  most  recent  fiscal  years; 

(2Ki)  The  aggregate  dollar  amount,  if  any, 
of  brokerage  commissions  paid  by  the  Regis¬ 
trant  during  the  tliree  most  recent  fiscal 
years  to  any  broker  (A)  which  is  an  affili¬ 
ated  person  of  the  Registrant,  (B)  which  is 
an  affiliated  person  of  such  person  or  (C)  an 
affiliated  person  of  which  is  an  affiliated 
person  of  the  Registrant,  its  investment  ad¬ 
viser  or  principal  underwriter,  and  the  iden¬ 
tity  of  each  such  broker  and  the  relation¬ 
ships  that  cause  the  broker  to  be  included  in 
the  statement;  (ii)  the  percentage  of  Regis¬ 
trant’s  aggregate  brokerage  commissions 
paid  to  each  such  broker  during  the  most 
recent  fiscal  year;  (iii)  the  percentage  of 
Registrant’s  aggregate  dollar  amount  of 
transactions  involving  the  paimient  of  com¬ 
missions  effected  through  each  such  broker 
during  the  most  recent  fiscal  year;  and  (iv) 
when  there  is  a  material  difference  in  the 
percentage  of  brokerage  commissions  paid 
to,  and  the  percentage  of  transactions  ef¬ 
fected  through,  any  such  broker,  the  rea¬ 
sons  therefor. 

(b)  Describe  how  brokers  will  be  selected 
to  effect  securities  transactions  for  Regis¬ 
trant  and  how  evaluations  will  be  made  of 
the  overall  reasonableness  of  brokerage 
commissions  paid,  including  the  factors  con¬ 
sidered  in  these  determinations. 

Instructions.  1.  If  the  receipt  of  products 
or  services  other  than  brokerage  or  research 
services  is  such  a  factor,  this  description 
should  specify  them. 


2.  If  the  receipt  of  research  services  is 
such  a  factor  in  selecting  brokers,  this  de¬ 
scription  should  identify  the  nature  of  such 
research  services.  213.  State  whether  per¬ 
sons  acting  on  behalf  of  Registrant  are  au¬ 
thorized  to  pay  a  broker  a  brokerage  com¬ 
mission  in  excess  of  that  which  another 
broker  might  have  charged  for  effecting  the 
same  .  transaction,  in  recognition  of  the 
value  of  (a)  brokerage  or  (b)  research  serv¬ 
ices  provided  by  the  broker. 

(c)  If  applicable,  explain  that  research 
services  furnished  by  brokers  through 
whom  Registrant  effects  securities  transac¬ 
tions  may  be  used  by  Registrant’s  invest¬ 
ment  adviser  in  servicing  all  of  its  accounts, 
and  that  not  all  such  services  may  be  used 
by  the  investment  adviser  in  connection 
with  Registrant;  or,  if  other  policies  or  prac¬ 
tices  are  applicable  to  Registrant  with  re¬ 
spect  to  the  allocation  of  research  services 
provided  by  brokers,  explain  such  policies 
and  practices. 

(d)  If,  during  the  last  fiscal  year.  Regis¬ 
trant  or  its  investment  adviser,  pursuant  to 
an  agreement  or  understanding  with  a 
broker  or  otherwise  through  an  internal  al¬ 
location  procedure,  directed  Registrant’s 
brokerage  transactions  to  a  broker  or  bro¬ 
kers  because  of  research  services  provided, 
state  the  amount  of  such  transactions  and 
related  commissions. 

2.  By  revising  Item  9,  Part  I,  of  Form 
N-2  to  read  as  follows: 

§  239.14  Form  N-2,  for  closed-end  man¬ 
agement  investment  companies  regis¬ 
tered  on  Form  N-8A. 

§  274.11a-l  Form  N-2,  registration  state¬ 
ment  of  closed-end  management  invest¬ 
ment  companies. 

*  •  •  •  • 

Item  9.  Broker  Allocation 

(a)  State  for  the  period  indicated: 

(1)  ’The  aggregate  dollar  amount  of  bro¬ 
kerage  commissions  paid  by  the  Registrant 
during  the  three  most  recent  fiscal  years: 

(2K1)  The  aggregate  dollar  amount,  if  any, 
of  brokerage  commissions  paid  by  the  Regis¬ 
trant  during  the  three  most  recent  fiscal 
years  to  any  broker  (A)  which  is  an  affili¬ 
ated  person  of  the  Registrant,  (B)  which  is 
an  affiliated  person  of  such  person  or  (C)  an 
affiliated  person  of  which  is  an  affiliated 
person  of  the  RegistAint,  its  investment  ad¬ 
viser  or  principal  underwriter,  and  the  iden¬ 
tity  of  each  such  broker  and  the  relation¬ 
ships  that  cause  the  broker  to  be  included  in 
the  statement;  (ii)  the  percentage  of  Regis¬ 
trant’s  aggregate  brokerage  commissions 
paid  to  each  such  broker  during  the  most 
recent  fiscal  year,  (iii)  the  percentage  of 
Registrant’s  aggregate  dollar  amount  of 
transactions  involving  the  payment  of  com¬ 
missions  effected  through  each  such  broker 
during  the  most  recent  fiscal  year,  and  (iv) 
when  there  is  a  material  difference  in  the 
percentage  of  brokerage  commissions  paid 
to,  and  the  percentage  of  transactions  ef¬ 
fected  through,  any  such  broker,  the  rea¬ 
sons  therefor. 

(b)  Describe  how  brokers  will  be  selected 
to  effect  securities  transactions  for  Regis¬ 
trant  and  how  evaluations  will  be  made  of 
the  overall  reasonableness  of  brokerage 
commissions  paid.  Including  the  factors  con¬ 
sidered  in  these  determinations. 


Instructions.  1.  If  the  receipt  of  products 
or  services  other  than  brokerage  or  research 
services  is  such  a  factor,  this  description 
should  specify  them. 

2.  If  the  receipt  of  research  services  is 
such  a  factor  in  selecting  brokers,  this  de¬ 
scription  should  identify  the  nature  of  such 
research  services. 

3.  State  whether  persons  acting  on  behalf 
of  Registrant  are  authorized  to  pay  a  broker 
a  brokerage  commission  in  excess  of  that 
which  another  broker  might  have  charged 
for  effecting  the  same  transaction,  in  recog¬ 
nition  of  the  value  of  (a)  brokerage  or  (b) 
research  services  provided  by  the  broker. 

(c)  If  applicable,  explain  that  research 
services  furnished  by  brokers  through 
whom  Registrant  effects  securities  transac¬ 
tions  may  be  used  by  Registrant’s  invest¬ 
ment  adviser  in  servicing  all  of  its  accounts, 
and  that  not  all  such  services  may  be  used 
by  the  investment  adviser  in  connection 
with  Registrant;  or.  if  other  policies  or  prac¬ 
tices  are  applicable  to  Registrant  with  re¬ 
spect  to  the  allocation  of  research  services 
provided  by  brokers,  explain  such  policies 
and  practices. 

(b)  If.  during  the  last  f^cal  year.  Regis¬ 
trant  or  its  investment  adviser,  pursuant  to 
an  agreement  or  understanding  with  a 
broker  or  otherwise  through  an  internal  al¬ 
location  procedure,  directed  Registrant’s 
brokerage  transactions  to  a  broker  or  bro¬ 
kers  because  of  research  services  provided, 
state  the  amount  of  such  transactions  and 
related  commissions. 

PART  239— FORMS  PRESCRIBED 
UNDER  THE  SECURITIES  ACT  OF 
1933 

II.  Part  239  of  Chapter  II  of  Title  17 
of  the  Code  of  Federal  Regulations  is 
amended  as  follows: 

1.  By  amending  §239.11  by  adding 
the  following  new  Item  20,  Part  I,  and 
renumbering  current  Items  20  through 
29  in  Part  II: 

§239.11  Form  S-1,  registration  statement 
under  the  Securities  Act  of  1933. 

*  «  •  *  • 

Item  20.  Brokerage  Allocation 

If  the  securities  being  registered  represent 
interests  or  participations  in  any  single  or 
collective  fund,  trust  or  separate  account 
(“Registrant”)  issued  in  connection  with  an 
employees’  stock  bonus,  pension,  profit- 
sharing  or  annuity  plan: 

(a)  State  for  the  period  indicated: 

(1)  The  aggregate  dollar  amount  of  bro¬ 
kerage  commissions  paid  by  the  Registrant 
during  the  three  most  recent  fiscal  years: 

(2) (i)  The  aggregate  dollar  amount,  if  any, 
of  brokerage  commissions  paid  by  the  Regis¬ 
trant  during  the  three  most  recent  fiscal 
years  to  any  broker  (A)  which  is  an  affili¬ 
ated  person  of  the  Registrant,  (B)  which  is 
an  affiliated  i>erson  of  such  person  or  (C)  an 
affiliated  person  of  which  is  an  affiliated 
person  of  the  Registrant,  its  investment  ad¬ 
viser  or  principal  imderwriter,  and  the  iden¬ 
tity  of  each  such  broker  and  the  relation¬ 
ships  that  cause  the  broker  to  be  included  in 
the  statement;  (ii)  the  percentage  of  Regis¬ 
trant’s  aggregate  brokerage  commissions 
paid  to  each  such  broker  during  the  most 
recent  fiscal  year,  (iii)  the  percentage  of 
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Registrant's  aggregate  dollar  amount  of 
transactions  involving  the  payment  of  com¬ 
missions  effected  through  each  such  broker 
during  the  most  recent  fiscal  year;  and  (iv) 
when  there  is  a  material  difference  in  the 
percentage  of  brokerage  commissions  paid 
to,  and  the  percentage  of  transactions  ef¬ 
fected  through,  any  such  broker,  the  rea¬ 
sons  therefor. 

Instruction.  For  the  purpose  of  this  Item, 
“affiliated  person,”  “principal  underwriter,” 
and  “investment  adviser”  shall  have  the 
same  meaning  as  in  the  Investment  Compa¬ 
ny  Act  of  1940.  These  definitions  shall  be 
read  as  if  the  Registrant  were  an  investment 
company  within  the  meaning  of  tliat  Act. 

(b)  Describe  how  brokers  will  be  selected 
to  effect  securities  transactions  for  Regis¬ 
trant  and  how  evaluations  will  be  made  of 
the  overall  reasonableness  of  brokerage 
commissions  paid,  including  the  factors  con¬ 
sidered  in  these  determinations. 

Instructions.  1.  If  the  receipt  of  products 
or  services  other  than  brokerage  or  research 
services  is  such  a  factor,  this  description 
should  specify  them. 

2.  If  the  receipt  of  research  services  is 
such  a  factor  in  selecting  brokers,  this  de¬ 
scription  should  identify  the  nature  of  such 
research  services. 

3.  State  whether  persons  acting  on  behalf 
of  Registrant  are  authorized  to  pay  a  broker 
a  brokerage  commission  in  excess  of  that 
which  another  broker  might  have  charged 
for  effecting  the  same  transactions,  in  rec¬ 
ognition  of  the  value  of  (a)  brokerage  or  (b) 
research  services  provided  by  the  broker, 

(c)  If  applicable,  explain  that  research 
services  furnished  by  brokers  through 
whom  Registrant  effects  securities  transac¬ 
tions  may  be  used  by  Registrant’s  invest¬ 
ment  manager  in  servicing  all  of  its  ac¬ 
counts,  and  that  not  all  such  services  may 
be  used  by  the  investment  manager  in  con¬ 
nection  with  Registrant;  or,  if  other  policies 
or  practices  are  applicable  to  Registrant 
with  respect  to  the  allocation  of  research 
services  provided  by  brokers,  explain  such 
policies  and  practices. 

(d)  If,  during  the  last  fiscal  year.  Regis¬ 
trant  or  its  investment  manager,  pursuant 
to  an  agreement  or  understanding  with  a 
broker  or  otherwise  through  an  internal  al¬ 
location  procedure,  directed  Registrant’s 
brokerage  transactions  to  a  broker  or  bro¬ 
kers  because  of  research  services  provided, 
state  the  amount  of  such  transactions  and 
related  commissions. 

2.  By  amending  §  239.16b  by  adding  a 
new  paragraph  (d)  to  Item  9,  Part  I,  as 
follows: 

§  239.16b  Form  S-8,  for  registration  under 
the  Securities  Act  of  1933  of  securities 
to  be  offered  to  employees  pursuant  to 
certain  plans. 

*  •  *  •  • 

Item  9.  Investment  of  Funds 

(d)  If  a  substantial  part  of  the  assets  of 
the  plan  is  invested  in  securities  other  than 
those  of  the  employer,  its  parents  or  subsid¬ 
iaries,  state: 

(1)  The  aggregate  dollar  amount  of  bro¬ 
kerage  commissions  paid  by  the  plan  during 
the  three  most  recent  fiscal  years; 

(2Ki)  The  aggregate  dollar  amount,  if  any, 
of  brokerage  commissions  paid  by  the  plan 
during  the  three  most  recent  fiscal  years  to 
any  broker  (A)  which  is  an  affiliated  person 
of  the  plan,  (B)  which  is  an  affiliated  person 


of  such  person  or  (C)  an  affiliated  person  of 
which  is  an  affiliated  person  of  the  plan,  or 
its  investment  adviser  or  principal  under¬ 
writer,  and  the  identity  of  each  such  broker 
and  the  relationships  that  cause  the  broker 
to  be  included  in  the  statement; 

(ii)  the  percentage  of  plan’s  aggregate  bro¬ 
kerage  commissions  paid  to  each  such 
broker  during  the  most  recent  fiscal  year; 
(ili)  the  percentage  of  plan’s  aggregate 
dollar  amount  of  transactions  involving  the 
payment  of  commissions  effected  through 
each  such  broker  during  the  most  recent 
fiscal  year,  and  (iv)  when  there  is  a  material 
difference  in  the  percentage  of  brokerage 
commissions  paid  to,  and  the  percentage  of 
brokerage  transactions  effected  through, 
any  such  broker,  the  reasons  therefor. 

Instruction..  For  the  purpose  of  this  Item, 
“affiliated  person,”  “principal  underwriter” 
and  “investment  adviser”  shall  have  the 
same  meaning  as  in  the  Investment  Compa¬ 
ny  Act  of  1940.  These  definitions  shall  be 
read  as  if  the  plan  were  an  Investment  com¬ 
pany  within  the  meaning  of  that  Act. 

(3)  Describe  how  brokers  will  be  selected 
to  effect  securities  transactions  for  the  plan 
and  how  evaluations  will  be  made  of  the 
overall  reasonableness  of  brokerage  commis¬ 
sions  paid.  Including  the  factors  considered 
in  these  determinations. 

Instructions.  1.  If  the  receipt  of  products 
or  services  other  than  brokerage  or  research 
services  is  such  a  factor,  this  description 
should  specify  them. 

2.  If  the  receipt  of  research  services  is 
such  a  factor  in  selecting  brokers,  this  de¬ 
scription  should  identify  the  nature  of  such 
research  services. 

3.  State  whether  persons  acting  on  behalf 
of  the  plan  are  authorized  to  pay  a  broker  a 
brokerage  commission  in  excess  of  that 
which  another  broker  might  have  charged 
for  effecting  the  same  transaction,  in  recog¬ 
nition  of  the  value  of  (a)  brokerage  or  (b) 
research  services  provided  by  the  broker. 

(4)  If  applicable,  explain  that  research 
services  furnished  by  brokers  through 
whom  the  plan  effects  securities  transac¬ 
tions  may  be  used  by  the  plan’s  Investment 
manager  in  servicing  all  of  its  accounts,  and 
that  not  all  such  sendees  may  be  used  by 
such  investment  adviser  in  connection  with 
the  plan;  or,  if  other  policies  or  practices  are 
applicable  to  the  plan  with  respect  to  the  al¬ 
location  of  research  services  provided  by 
brokers,  explain  such  policies  and  practices. 

(5)  If,  during  the  last  fiscal  year,  the  plan 
or  Its  investment  manager,  pursuant  to  an 
agreement  or  understanding  with  a  broker 
or  otherwise  through  an  internal  allocation 
procedure,  directed  the  plan’s  brokerage 
transactions  to  a  broker  or  brokers  because 
of  research  services  provided,  state  the 
amoimt  of  such  transactions  and  related 
commissions. 


PART  270— RULES  AND  REGULA¬ 
TIONS,  INVESTMENT  COMPANY 
ACT  OF  1940 

III.  Part  270  of  Chapter  II  of  Title 
17  of  the  Code  of  Federal  Regulations 
is  amended  by  revising  paragraph 
(aK7)  of  §  270.20a-2  as  follows: 

§270.20a-2  Information  pertaining  to  in¬ 
vestment  adviser  and  investment  advi¬ 
sory  contract 

(a) •  •  • 


(7)(i)  State  the  aggregate  dollar 
amotint  of  commissions  paid  by  the  in¬ 
vestment  company  during  its  last 
fiscal  year; 

(ii)  State  the  aggregate  dollar 
amount,  if  any.  of  brokerage  commis¬ 
sions  paid  by  the  investment  company 
during  the  last  fiscal  year  to  any 
broker  (A)  which  is  an  affiliated 
person  of  the  investment  company, 
(B)  which  is  -an  affiliated  person  of 
such  person  or  (C)  an  affiliated  person 
of  which  is  an  affiliated  person  of  the 
investment  company,  or  its  investment 
adviser  or  principal  underwriter,  and 
the  identity  of  such  broker  and  the  re¬ 
lationships  that  cause  the  broker  to  be 
included  in  the  statement; 

(iii)  State  the  percentage  of  the  in¬ 
vestment  company’s  aggregate  broker¬ 
age  commissions  paid  to  each  such 
broker  during  the  most  recent  fiscal 
year; 

(iv)  State  the  percentage  of  the  in¬ 
vestment  company’s  aggregate  dollar 
amount  of  transactions  involving  the 
payment  of  commissions  effected 
through  each  such  broker  during  the 
most  recent  fiscal  year; 

(V)  Where  there  is  a  material  differ¬ 
ence  in  the  percentage  of  brokerage 
commissions  paid  to,  and  the  percent¬ 
age  of  transactions  effected  through, 
any  such  broker,  state  the  reasons 
therefor. 

(vi)  Describe  how  brokers  will  be  se¬ 
lected  to  effect  securities  transactions 
for  the  investment  company  and  how 
evaluations  will  be  made  of.the  overall 
reasonableness  of  brokerage  commis¬ 
sions  paid,  including  the  factors  con¬ 
sidered  in  these  determinations,  (If 
the  receipt  of  products  or  services 
other  than  brokerage  or  research  serv¬ 
ices  is  such  a  factor,  thjs  description 
should  specify  them.  If  the  receipt  of 
research  services  is  such  a  factor  in  se¬ 
lecting  brokers,  this  description  should 
identify  the  nature  of  such  research 
services.  State  whether  persons  acting 
on  behalf  of  the  investment  company 
are  authorized  to  pay  a  broker  a  bro¬ 
kerage  commission  in  excess  of  that 
which  another  broker  might  have 
charged  for  effecting  the  same  trans¬ 
action,  in  recognition  of  the  value  of 
(A)  brokerage  or  (B)  research  services 
provided  by  the  broker.) 

(vii)  If  applicable,  explain  that  re¬ 
search  services  furnished  by  brokers 
through  whom  the  investment  compa¬ 
ny  effects  securities  transactions  may 
be  used  by  the  investment  company's 
investment  adviser  in  servicing  all  of 
its  accounts,  and  that  not  all  such 
services  may  be  used  by  the  invest¬ 
ment  adviser  in  connection  with  the 
investment  company;  or,  if  other  poli¬ 
cies  or  practices  are  applicable  to  the 
investment  company  with  respect  to 
the  allocation  of  research  services  pro¬ 
vided  by  brokers,  explain  such  policies 
and  practices. 


FEDERAL  REGISTER,  VOL  44,  NO.  27— WEDNESDAY,  FEBRUARY  7,  1979 


7870 


RULES  AND  REGULATIONS 


(viii)  If,  during  the  last  fiscal  year, 
the  investment  company  or  its  invest¬ 
ment  adviser,  pursuant  to  an  agree¬ 
ment  or  understanding  with  a  broker 
or  othei^^ise  through  an  internal  allo¬ 
cation  procedure,  directed  the  invest¬ 
ment  company’s  brokerage  transac¬ 
tions  to  a  broker  or  brokers  because  of 
research  services  provided,  state  the 
amount  of  such  transactions  and  relat¬ 
ed  commissions. 

•  •  *  •  * 

The  foregoing  amendments  to 
Forms  N-1  and  N-2  under  the  Securi¬ 
ties  Act  and  the  Investment  Company 
Act,  Forms  S-1  and  S-8  under  the  Se¬ 
curities  Act,  Rule  20a-2  under  the  In¬ 
vestment  Company  Act,  and  Item  11 
of  Part  II  of  revised  Form  ADV  under 
the  Advisers  Act,  which  the  Commis¬ 
sion  has  adopted  in  a  simultaneous' 
action,  are  adopted  pursuant  to  the 
authority  granted  to  the  Commission 
in  Sections  10  (c)  and  (d)  and  19(a)  [15 
U.S.C.  77j  (c),  (d)  and  77s(a)]  of  the 
Securities  Act,  Sections  8(b),  20(a)  and 
38(a)  [15  U.S.C.  80a-8(b),  20(a)  and 
80a-37(a)]  of  the  Investment  Compa¬ 
ny  Act,  and  Sections  3(a)(35)(C),  23(a) 
and  28(e)(2)  [15  U.S.C.  78c(a)(35)(C), 
78w(a)  and  78bb(e)(2)]  of  the  Ex¬ 
change  Act. 

By  the  Commission. 

George  A.  Fitzsimmons, 
Secretary. 

January  30, 1979. 

[FR  Doc.  79-3905  Filed  2-6-79;  8:45  am] 

[8010-01-M] 

[Release  Nos.  IA-664.  34-15541;  P'ile  No. 

712] 

INVESTMENT  ADVISER  REQUIRE¬ 
MENTS  CONCERNING  DISCLOSURE, 
RECORDKEEPING,  APPLICATIONS 
FOR  REGISTRATION  AND  ANNUAL 
FILINGS 

AGENCY:  Securities  and  Exchange 
Commission. 

ACTION:  Adoption  of  final  rules  and 
forms. 

SUMMARY:  The  Commission  is  (1) 
adopting  a  new  disclosure  rule  under 
the  Investment  Advisers  Act  of  1940 
(the  “Act”);  (2)  amending  two  other 
rules  under  the  Act  relating  to  record¬ 
keeping  and  when  to  amend  the  in¬ 
vestment  adviser  registration  form;  (3) 
adopting  a  new  annual  report  form  for 
investment  advisers;  (4)  revising  the 
registration  form  for  investment  advis¬ 
ers;  and  (5)  revising  certain  schedules 
used  by  investment  advisers  and 
broker-dealers  in  connection  with  the 
respective  registration  forms  for  such 
persons. 


The  new  disclosure  rule  requires  cer¬ 
tain  investment  advisers  to  furnish  to 
their  existing  and  prospective  advisory 
clients  a  written  disclosure  statement 
containing  certain  specified  informa¬ 
tion  regarding  the  background  and 
business  practices  of  such  Investment 
advisers.  This  disclosure  requirement 
reflects  the  long-standing  concern  of 
the  Commission  as  to  the  adequacy  of 
information  provided  to  clients  of  in¬ 
vestment  advisers  regarding  the  back¬ 
ground  of  such  advisers  and  represents 
the  culmination  of  several  years  of 
study  and  review  by  the  Commission 
of  the  investment  adviser  disclosure 
area. 

The  revisions  to  the  registration 
form  expand  the  information  previ¬ 
ously  required  by  the  form  and,  in 
part,  reflect  certain  amendments  to 
the  Act  made  in  1975. 

The  adoption  and  revision  of  the 
foregoing  rules,  as  well  as  the  revisions 
to  the  investment  adviser  registration 
form  and  adoption  of  the  new  invest¬ 
ment  adviser  annual  report  form, 
should  improve  the  efficiency  and  ef¬ 
fectiveness  of  the  Commission’s  pro¬ 
gram  of  investment  adviser  regulation. 

EFFECTIVE  DATE:  July  31,  1979. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Eric  Thompson,  Special  Counsel 
(202-755-3507),  or  John  K.  Evans, 
III  (202-755-0214),  Office  of  Invest¬ 
ment  Adviser  Regulation,  Division  of 
Investment  Management,  Securities 
and  Exchange  Commission,  Wash¬ 
ington,  D.C.  20549. 

SUPPLEMENTARY  INFORMATION: 
The  Securities  and  Exchange  Commis¬ 
sion  today  is  taking  the  following 
action: 

(1)  Adopting  Rule  204-3  (the  “bro¬ 
chure  rule”)  [17  CFR  275.204-3]  under 
the  Investment  Advisers  Act  of  1940 
(the  “Act”)  [15  U.S.C.  80b-l  et  seq.] 
which  requires  (a)  investment  advisers 
registered,  or  required  to  be  registered 
under  the  Act,  to  deliver  to  clients 
prior  to  entering  into  an  advisory  con¬ 
tract,  other  than  a  contract  with  a  reg¬ 
istered  investment  company  or  relat¬ 
ing  solely  to  the  provision  of  imper¬ 
sonal  advisory  services,  a  written  dis¬ 
closure  statement  containing  certain 
specified  information  concerning  the 
background  and  business  practices  of 
such  advisers,  (b)  investment  advisers 
registered,  or  required  to  be  registered 
under  the  Act,  annually  to  deliver  or 
to  offer  in  writing  to  deliver  without 
charge  a  written  disclosure  statement 
to  clients  other  than  registered  invest¬ 
ment  companies  or  those  receiving 
solely  impersonal  advisory  services 
under  a  contract  requiring  the  pay¬ 
ment  of  less  than  $200,  and  (c)  invest¬ 
ment  advisers,  registered  or  required 
to  be  registered  under  the  Act,  to  de¬ 
liver  or  Offer  in  writing  to  deliver  a 


written  disclosure  statement  at  the 
time  of  entrance  into  a  contract  pro¬ 
viding  for  impersonal  advisory  services 
at  a  cost  of  $200  or  more; 

(2)  Amending  Rule  204-2  [17  CFR 
275.204-2]  under  the  Act  by  adding 
new  paragraph  (a)(14)  thereunder  to 
require  that  investment  advisers  main¬ 
tain  as  part  of  their  books  and  records 
the  written  disclosure  statement  deliv¬ 
ered  to  clients  under  the  brochure 
rule; 

(3)  Revising  Form  ADV  [17  CFR 
279.1]  to  include  (a)  in  new  Part  I  of 
the  revised  form  certain  information 
authorized  by  the  Securities  Act 
Amendments  of  1975  [Pub.  L.  No.  94- 
29  (Jime  4,  1975)]  (the  “1975  Amend¬ 
ments”),  and  certain  additional  infor¬ 
mation  concerning  investment  advis¬ 
ers;  and  (b)  in  new  Part  II  of  the  re¬ 
vised  form  the  information  required  to 
be  contained  in  the  written  disclosure 
statement; 

(4)  Revising  Schedules  A-D  of  Form 
ADV  [17  CFR  279.1]  and  Form  BD  [17 
CFR  249.501]  under  the  Securities  Ex¬ 
change  Act  of  1934  [15  U.S.C.  78  et 
seq.]  (the  “Exchange  Act”)  to  make 
identical  the  schedules  used  by  regis¬ 
tered  investment  advisers  who  are  also 
registered  as  broker-dealers  under  the 
Exchange  Act,  as  well  as  revising 
Schedules  E-G  of  Form  ADV; 

(5)  Amending  Rule  204-1  [17  CFR 
■275.204-1]  under  the  Act  to  require  a 
registered  investment  adviser  (a)  to 
amend  Form  ADV  on  the  following 
basis:  (i)  promptly  with  respect  to 
those  items  in  Part  I  essential  to  the 
Commission’s  regulation  of  investment 
advisers;  (ii)  promptly  after  a  material 
change  with  respect  to  certain  other 
items,  including  most  items  in  Part  II; 
and  (iii)  annually  with  respect  to  cer¬ 
tain  items  relating  to  advisory  busi¬ 
ness  in  Part  I  and  Item  13  in  Part  II 
and  with  respect  to  nonmaterial 
changes  in  certain  other  items  in  Part 
I  and  the  balance  of  Part  II,  and  (b)  to 
file  annually  with  the  Commission 
new  Form  ADV-S  disclosing  whether 
such  Investment  advisers  are  still  en¬ 
gaged  in  the  advisory  business  and  en¬ 
closing  with  such  form  copies  of  all 
written  disclosure  statement  (other 
than  those  in  the  form  of  Part  II  of 
Form  ADV)  delivered  or  offered  to  be 
delivered  by  investment  advisers 
during  the  preceding  fiscal  year. 

I.  Purpose  and  Background 

The  Commission  is  adopting  new 
and  revised  requirements  for  invest¬ 
ment  advisers  imder  the  Act  with  re¬ 
spect  to  disclosure,  recordkeeping,  reg¬ 
istration  form  and  schedules,  and 
annual  filings.  The  purpose  of  these 
requirements  is: 

(1)  to  provide  existing  and  potential 
clients  of  investment  advisers  with  rel¬ 
evant  Information  concerning  the 
background  and  business  practices  of 
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investment  advisers  that  should  be 
useful  in  the  selection  or  retention  of 
an  investment  adviser; 

(2)  to  provide  the  Commission  with 
information  concerning  the  basic  cliar- 
acteristics  of  the  advisory  industry 
that  should  be  useful  in  facilitating 
the  Commission’s  efforts  to  improve 
its  regulatory  effort  regarding  invest¬ 
ment  advisers; 

(3)  to  provide  the  Commission  with 
information  concerning  specific  Invest¬ 
ment  advisers  that  should  assist  the 
regional  offices  of  the  Commission  in 
their  inspections  of  investment  advis¬ 
ers;  and 

(4)  to  implement  authority  granted 
to  the  Commission  by  the  1975 
Amendments  regarding  the  applica¬ 
tion  for  registration  for  investment  ad¬ 
visers. 

The  requirements  adopted  by  the 
Commission  are  based  on  proposals 
published  for  public  comment  in  July 
1977  (the  “July  1977  Releases”)  re¬ 
garding  investment  advisers.*  These 
proposals  were,  in  turn,  based  upon  an 
earlier  Commission  initiative,  in 
March  1975,  £o  develop  a  more  effec¬ 
tive  and  efficient  regulatory  scheme 
for  investment  advisers.*  Such  efforts 
by  the  Commission  were  an  outgrowth 
of  one  of  the  reconunendations  made 
in  the  January  1973  report  of  the 
Commission’s  Advisory  Committee  on 
Investment  Management  Services  for 
Individual  Investors,  entitled  “Small 
Accoimt  Investment  Management 
Services,  Recommendations  for  Clear¬ 
er  Guidelines  and  Policies.”  That 
Committee  recommended  that  the 
firms  they  studied  (those  offering  a 
small  account  management  service)  be 
required  to  furnish  to  prospective  cli¬ 
ents,  in  writing,  certain  specified  infor¬ 
mation  regarding  the  backgroimd  of 
the  investment  adviser. 

The  Commission  has  considered  the 
public  comments  received  in  response 
to  the  1977  Releases  and  has  made  cer¬ 
tain  modifications  in  the  rules  and 
forms  as  proposed  in  response  to  those 
comments. 

II.  Brochure  Rule 

As  a  general  matter.  Rule  204-3  re¬ 
quires  investment  advisers  when  enter¬ 
ing  into  an  advisory  contract,  other 
than  a  contract  with  a  registered  in¬ 
vestment  company  or  pro\dding  for 
solely  impersonal  advisory  services,  to 
deliver  to  their  clients  and  prospective 
clients  a  written  disclosure  statement 
containing  information  concerning 
their  background  and  business  prac¬ 
tices.  The  rule  also  requires  such  in¬ 
vestment  advisers,  on  an  annual  basis, 
to  deliver  or  to  offer  in  writing  to  de- 


‘  Advisers  Act  Release  Nos.  601  and  602 
(July  21.  1977)  [42  FR  38316,  38319,  July  27. 
19771. 

*  Advisers  Act  Release  No.  442  (March  5. 
1975)  [40  FR  11897,  March  14. 19751. 


liver  to  existing  clients  similar  infor¬ 
mation  without  charge.  The  informa¬ 
tion  required  to  be  disclosed  by  the 
brochure  rule  is  included  as  Part  II  of 
the  revised  registration  form  for  in¬ 
vestment  advisers.  Form  ADV.  To 
comply  with  the  brochure  rule,  an  in¬ 
vestment  adviser  may  -  either  deliver 
Part  II  of  Form  ADV  or  deliver  an¬ 
other  document  containing  at  least 
the  information  required  by  Part  n  of 
Form  ADV. 

The  provisions  of  the  brochure  rule 
and  Issues  associated  with  each  provi¬ 
sion  are  discussed  below. 

A.  General  Requirement  The  bro¬ 
chure  ^e,  in  paragraph  (a),  imposes  a 
disclosure  requirement  on  investment 
advisers  with  respect  to  their  current 
and  prospective  advisory  clients, 
unless  otherwise  provided.  Exemptions 
from  this  requirement  are  discussed  in 
the  following  section. 

The  brochure  rule  permits  the  re¬ 
quired  disclosure  to  be  made  by  an  ad¬ 
viser  in  one  of  two  ways.  'The  adviser 
may  use  new  Part  II  of  Form  ADV  as 
the  written  disclosure  statement.  Al¬ 
ternatively,  an  adviser  may  use  a  writ¬ 
ten  document  containing  at  least  the 
information  required  by  Part  II  of 
Form  ADV. 

The  use  of  a  new  Part  II  of  Form 
ADV  reflects  a  change  in  the  rule  as 
repropos;ed  in  the  July  1977  Releases. 
Although  the  rule  as  reproposed 
would  have  provided  for  the  delivery 
of  alternative  documents,  a  document 
containing  specified  information  or 
the  Form  ADV.  that  proposal  did  not 
separate  the  information  to  be  dis¬ 
closed  into  distinct  parts  of  the  Form 
ADV. 

Commentators  generally  agreed  with 
the  Commission’s  proposed  use  of  the 
Form  ADV  as  an  alternative  disclosure 
document.  They  were  pleased  that  the 
Commission  was  sensitive  to  the  cost 
of  compliance  for  advisers  who  do  not 
advertise  extensively  or  who  do  not 
want  to  use  a  brochure  as  an  advertis¬ 
ing  medium.>  Those  commentators, 
however,  expressed  concern  about  the 
use  of  the  entire  Foim  ADV  as  the  dis¬ 
closure  document.  In  their  view,  the 
revised  Form  ADV  contained  informa¬ 
tion  which,  although  relevant  for  reg¬ 
istration  purposes,  was  extraneous  to 
an  existing  client’s  retention  or  a  pros¬ 
pective  client’s  selection  of  an  adviser. 

The  Commission  agrees  with  the 
thrust  of  those  comments.  According¬ 
ly,  the  revised  Form  ADV  has  been  re¬ 
organized  into  two  parts.  Part  I  con¬ 
tains  the  Information  required  in  the 
oirrent  Form  ADV  and  other  informa¬ 
tion  about  investment  advisers  that 
will  be  useful  to  the  Commission  in  its 
efforts  to  provide  more  effective  and 
efficient  regulation  of  investment  ad¬ 
visers.  Part  II  contains  the  informa¬ 
tion  to  be  furnished  to  current  and 
prospective  clients.  Advisers  can  pro¬ 


vide  copies  of  Part  II  if  they  do  not 
want  to  use  a  separate  written  disclo¬ 
sure  statement. 

The  information  contained  in  such  a 
separate  written  disclosure  statement 
need  not  follow  the  same  format  of 
Part  n  of  Form  ADV.  It  is  sufficient  if 
the  written  statement  contains  a  fair 
presentation  of  the  information  so  re¬ 
quired.  It  is,  however,  the  responsibili¬ 
ty  of  advisers  to  prepare  these  written 
statements  in  a  meaningful  and  fair 
fashion.  The  Commission  encourages 
advisers  to  set  out  this  important  in¬ 
formation  in  a  readable  and  informa¬ 
tive  manner. 

B.  Delivery.  Pursuant  to  paragraph 
(b)  of  Rule  204-3,  investment  advisers 
must  deliver  a  written  disclosure  state¬ 
ment  to  prospective  clients  when  en¬ 
tering  into  an  advisory  contract.  Advi¬ 
sors  must  deliver  a  brochure  to  cur¬ 
rent  clients  only  when  those  clients 
enter  into  a  substantially  revised  advi¬ 
sory  contract.  The  delivery  require¬ 
ment  does  not  apply  to  a  contract  with 
a  registered  investment  company  or 
providing  solely  for  impersonal  adviso¬ 
ry  services. 

The  initial  delivery  requirement  re¬ 
flects  a  modification  in  the  reproposal 
made  in  the  July  1977  Releases.  As  re¬ 
proposed,  the  rule  would  have  re¬ 
quired  advisers  to  furnish  clients  with 
a  brochure  48  hours  prior  to  entering 
into  an  advisory  contract.  The  repro¬ 
posal  included  an  alternative  right  of 
subsequent  rescission  only  with  re¬ 
spect  to  contracts  for  impersonal  advi¬ 
sory  services.  Providers  of  impersonal 
advisory  services  could  have  furnished 
a  brochure  not  later  than  30  days 
after  entering  into  an  advisory  con¬ 
tract  if  the  contract  provided  for  re¬ 
scission  without  penalty  within  five 
business  days  after  the  client  received 
the  brochure. 

Several  commentators  agreed  with 
the  concept  of  a  prior  delivery  require¬ 
ment.  Other  conunentators,  however, 
while  not  disagreeing  with  the  princi¬ 
ple  underlying  the  requirement,  ex¬ 
pressed  concern  that  a  48-hour  manda¬ 
tory  delivery  requirement  would  un¬ 
necessarily  disrupt  usual  and  custom¬ 
ary  business  practices  of  all  types  of 
investment  advisers.  As  an  alternative 
to  the  48-hour  requirement,  some  sug¬ 
gested  that  clients  have  the  right  to 
terminate  the  contract  without  penal¬ 
ty  for  a  specified  period  of  time  after 
delivery  of  the  brochure. 

Although  a  prior  delivery  require¬ 
ment  might  possibly  offer  greater  pro¬ 
tection  to  clients,  a  right  to  terminate 
the  advisory  contract  should  provide 
sufficient  protection  without  imneces- 
sarily  disrupting  legitimate  business 
practices.  Accordingly,  the  brochure 
rule  provides  that  advisers  have  the 
option  of  satisfying  the  delivery  re¬ 
quirement  by  delivering  the  brochure 
to  the  client  (1)  at  least  48  hours  prior 
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to  entering  into  an  advisory  contract 
or  (2)  at  the  time  of  entering  into  an 
advisory  contract  which  provides  for  a 
right  of  termination  without  penalty 
within  five  business  days  after  enter¬ 
ing  the  contract. 

Advisers  entering  into  an  advisory 
contract  with  a  registered  investment 
company  or  providing  solely  for  imper- 
scnid  advisory  services  are  exempt 
from  the  initial  delivery  requirement. 
The  exemption  for  investment  compa¬ 
nies  was  also  contained  in  the  rule  as 
reproposed  in  the  July  1977  Releases 
and  is  based  upon  the  safeguards  pro¬ 
vided  by  Section  15(c)  of  the  invest¬ 
ment  Company  Act  of  1940  (the  “1940 
Act”)  [15  U.S.C.  80a-l  et  seq.].  That 
section  requires  an  adviser  to  fiumish 
information  to  the  board  of  directors 
of  a  registered  investment  company  to 
enable  such  board  to  evaluate  the 
terms  of  the  proposed  advisory  con¬ 
tract.  Under  these  circumstances,  it 
appears  unnecessary  to  require  the  ad¬ 
viser  to  deliver  a  brochure  to  the  in¬ 
vestment  company. 

The  exemption  for  contracts  relat¬ 
ing  to  the  provision  of  impersonal  ad¬ 
visory  services  substantially  changes 
the  rule  as  reproposed  in  the  July  1977 
Releases.  As  reproposed,  advisers  pro¬ 
viding  impersonal  advisory  services 
would  have  been  required  to  deliver  a 
brochure  to  prospective  clients.  Only 
one-time  trial  subscriptions  to  periodic 
publications  costing  no  more  than  $50 
and  for  no  more  than  three  months 
were  exempted. 

A  substantial  number  of  commenta¬ 
tors  criticized  the  reproposal  as  not 
adequately  distinguishing  between 
providers  of  impersonal  advisory  serv¬ 
ices,  primarily  publishers  of  market 
letters,  and  those  investment  advisers 
who  actually  manage  client  accoimts. 
The  commentators  suggested  that  the 
costs  incurred  by  the  providers  of  im¬ 
personal  advisory  services  in  comply¬ 
ing  with  the  rule  would  be  prohibitive 
and  would  have  the  effect  of  discour¬ 
aging  new  entrants  into  the  imperson¬ 
al  advisory  business. 

Considering  these  comments,  the 
Commission  has  exempted  contracts 
for  the  provision  of  impersonal  adviso¬ 
ry  services,  as  defined  in  the  brochure 
rule,  from  the  initial  delivery  require¬ 
ment.  In  certain  cases,  however,  these 
advisers  must  deliver  or  offer  in  writ¬ 
ing  to  deliver  a  brochure  to  clients  re¬ 
ceiving  impersonal  advisory  services, 
as  discussed  in  the  following  section. 

The  Commission  did  not  adopt  the 
suggestion  of  several  commentators 
that  the  brochure  rule  include  an  ex¬ 
emption  for  advisers  who  provide  advi¬ 
sory  services  to  large  account  clients. 
Commentators  supporting  an  exemp¬ 
tion  for  large  account  clients  generally 
maintained  that  such  clients  are  finan¬ 
cially  sophisticated  and  would  not  en¬ 
trust  their  money  to  anyone  without 
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adequate  prior  investigation,  including 
in  most  cases  a  personal  interview. 
Under  those  circumstances,  it  was  con¬ 
tended,  a  written  disclosure  statement 
is  vinnecessary. 

It  is  not  at  all  certain,  however,  that 
large  account  clients  necessarily  have 
sufficient  financial  acumen  to  obviate 
the  need  for  the  protections  afforded 
other  advisory  clients.  Although  Rule 
146  [17  CFR  230.146]  imder  the  Secu¬ 
rities  Act  of  1933  (the  “Securities 
Act”)  [15  U.S.C.  77a  et  seq.]  generally 
provides  an  exemption  from  such  Act’s 
registration  requirements  for  offerings 
to  persons  who  are  “able  to  bear  the 
economic  risk  of  the  investment,”  the 
terms  of  the  exemption  are  strictly 
limited.  The  manner  of  offering, 
nature  of  the  offerees,  number  of  pur¬ 
chasers  and  provision  of  access  to  in¬ 
formation  are  all  regulated  by  Rule 
146.  In  contrast,  in  the  absence  of  the 
brochixre  rule,  there  would  be  no  stat¬ 
utory  provisions,  other  than  the  Act’s 
general  antifraud  provisions,  which 
would  regulate  the  information  which 
must  be  provided  to  large  account  cli¬ 
ents.'  Finally,  the  cost  burden  of  pro¬ 
viding  large  account  clients  with  the 
disclosure  statement  appears  to  be  rel¬ 
atively  small. 

The  brochure  rule  also  does  not  in¬ 
clude  an  exemption  for  small  advisers, 
as  suggested  by  some  commentators. 
Arguing  that  compliance  with  the  bro- 
chiire  rule  would  be  extremely  time- 
consuming  and  costly  for  the  small  ad¬ 
viser,  these  commentators  suggested  a 
number  of  possible  cut-offs  based  on 
the  number  of  clients,  the  size  of  ac¬ 
counts  managed,  the  number  of  em¬ 
ployees,  or  whether  the  adviser  has 
discretionary  authority  or  custody  of 
his  clients’  funds  or  securities. 

Clients  of  small  advisers  are  as  enti¬ 
tled  to  full  disclosure  as  clients  of 
larger  advisers.  While  the  Commission 
recognizes  that  small  advisers  may 
incur  additional  time  and  expense  in 
complying  with  the  brochure  rule,  it  is 
convinced  that  the  benefits  afforded 
advisory  clients  far  outweigh  any  in¬ 
creased  cost  burdens  to  such  advisers. 

C.  Offer  to  Deliver.  The  brochure 
rule,  in  paragraph  (c),  requires  advis¬ 
ers  annually  to  deliver  or  to  offer  in 
writing  to  deliver  without  charge  to 
each  of  their  clients  a  written  disclo¬ 
sure  statement  meeting  the  require¬ 
ments  of  the  brochure  rule.*  Advrisers 
are  also  required  to  deliver  or  to  offer 
in  writing  to  deliver  a  brochure,  with¬ 
out  charge,  to  clients  receiving  imper¬ 
sonal  advisory  services  vmder  contracts 
requiring  payment  of  $200  or  more 
when  entering  into  an  advisory  con¬ 
tract  and  annually  thereafter.  The 


*This  requirement  is  satisfied  if  once 
every  twelve  months  an  adviser  makes  such 
a  delivery  or  an  offer  to  deliver  to  his  cli¬ 
ents.  It  does  not  require  a  separate  timing 
determination  for  each  client. 


offer  to  deliver  requirement  does  not 
apply  to  contracts  with  a  registered  in¬ 
vestment  company  or  for  the  provision 
only  of  impersonal  advisory  services  at 
a  cost  of  less  than  $200. 

’This  is  a  substantial  departure  from 
the  rule  as  reproposed  in  the  July  1977 
Releases.  As  reproposed,  the  rule 
would  have  required  advisers  to  deliver 
a  revised  disclosure  statement  to  each 
of  their  clients  within  45  days  of  a  ma¬ 
terial  change  in  the  information  con¬ 
tained  therein.  The  rule  also  would 
have  required  advisers  to  deliver  a  re¬ 
vised  statement  to  clients  prior  to  re¬ 
newing  or  extending  an  existing  advi¬ 
sory  contract  and  to  prospective  cli¬ 
ents  when  entering  into  a  new  con¬ 
tract  in  the  event  that  such  renewal, 
extension  or  entrance  into  a  new  con¬ 
tract  occurred  during  the  45  day 
period. 

Conunentators  expressed  concern 
about  the  cost  associated  with  provid¬ 
ing  to  advisory  clients  revised  bro¬ 
chures  and  requested  clearer  guidance 
from  the  Commission  with  respect  to 
the  concept  of  “materiality,”  suggest¬ 
ing  that  the  updating  requirement  be 
related  to  specific  questions,  rather 
than  to  materiality. 

Under  the  brochure  rule,  all  provid¬ 
ers  of  impersonal  advisory  services  for 
which  the  client  is  charged  $200  or 
more  must  offer  to  deliver  without 
charge  a  current  brochure  to  prospec¬ 
tive  clients  at  the  time  of  entering  into 
a  contract,  and  similarly  offer  a  cur¬ 
rent  brochure  to  existing  clients  annu¬ 
ally.  .Brochures  requested  in  writing 
pursuant  to  such  an  offer  must  be  de¬ 
livered  within  seven  das's  of  receipt  of 
the  request.  Advisers  need  not  make 
such  an  offer  to  clients  receiving  only 
impersonal  advisory  services  under 
contracts  requiring*  payment  of  less 
than  $200  or  to  registered  investment 
company  clients. 

The  brochure  as  delivered  by  the  ad¬ 
viser  must  be  amended  to  correct  inac¬ 
curacies  pursuant  to  revised  Rule  204- 
1  regarding  amendments  to  applica¬ 
tions  for  registration.  As  discussed  in 
Section  IV  below  in  more  detail.  Rule 
204-1  requires,  inter  alia,  that  the  ad¬ 
viser  “promptly”  file  an  amendment 
correcting  any  material  inaccuracy 
with  respect  to  any  question  in  Part  II 
except  question  13.  The  information 
required  by  question  13,  i.e.,  an  annual 
audited  balance  sheet  from  advisers 
who  have  custody  of  client  funds  or  se¬ 
curities  or  who  receive  pre-paid  adviso¬ 
ry  fees  six  months  or  more  in  advance 
and  in  excess  of  $500,  must  be  filed 
within  90  days  after  the  end  of  the  ad¬ 
viser’s  fiscal  year. 

Therefore,  a  brochure  as  delivered 
upon  entry  into  the  advisory  contract, 
and  upon  request  annually,  must  be 
current  as  required  by  Rule  204-1.  The 
brochure  rule  does  not  specifically  re¬ 
quire  advisers  to  furnish  a  revised  doc- 
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ument  to  each  of  their  clients  every 
time  a  material  change  occurs,  since 
this  obligation  is  within  the  adviser’s 
general  fiduciary  duty  to  his  clients. 
In  addition  to  the  formal  requirements 
outlined  in  the  adopted  and  revised 
rules,  advisers  still  have  a  fiduciary 
duty  under  Section  206  of  the  Act  to 
disclose  to  clients  major  changes 
which  would  particularly  affect  the  in¬ 
vestment  advisory  relationship.  For 
example,  although  the  revised  Form 
ADV  requires  advisers  to  file  a  new 
balance  sheet  within  90  days  after  the 
close  of  their  fiscal  years,  where  sig¬ 
nificant  changes  (such  as  insolvency) 
in  financial  condition  occur,  advisers 
then  have  a  fiduciary  duty  to  advise 
their  clients  immediately  of  such 
changes. 

D.  Ommission  of  Inapplicable  Infor¬ 
mation.  The  brochure  rule,  in  para¬ 
graph  (d),  permits  advisers  to  refrain 
from  providing  to  a  client  or  prospec¬ 
tive  client  information  that  does  not 
relate  to  the  type  of  advisory  service 
the  adviser  provides  or  intends  to  pro¬ 
vide  to  such  client  or  prospective 
client. 

E.  Other  Disclosures.  The  disclosures 
required  by  the  brochure  rule  are  only 
minimum  disclosure  requirements. 
Paragraph  (e)  of  the  rule  removes  any 
inference  that  the  brochure  rule  is  in¬ 
tended  to  be  a  “safe-harbor”  from 
other  applicable  disclosure  require¬ 
ments.  It  states  that  nothing  in  the 
brochure  rule  shall  relieve  advisers 
from  any  other  obligation  pursuant  to 
any  provision  of  the  Act,  or  the  rules 
and  regulations  thereunder,  or  other 
federal  or  state  law  to  disclose  any  in¬ 
formation  to  their  clients  or  prospec¬ 
tive  clients  not  specifically  required  by 
such  rule. 

III.  Revisions  op  Form  ADV 

Form  ADV  has  been  revised  by 
changing  the  information  required 
therein  and  by  reorganizing  such  form 
into  Parts  I  and  II.  Schedules  A-G  of 
Poi*m  ADV  have  also  been  revised.  The 
revisions  in  Part  I  of  Form  ADV  gener¬ 
ally  are  intended  (1)  to  reflect  statu¬ 
tory  changes  made  by  the  1975 
Amendments  and  (2)  to  obtain  infor¬ 
mation  about  the  basic  characteristics 
of  the  advisory  industry,  particularly 
information  which  would  allow  the 
Commission’s  investment  adviser  in¬ 
spection  program  to  operate  more  ef¬ 
fectively.  The  revisions  in  Part  II  of 
Form  ADV  solicit  information  con¬ 
cerning  the  background  and  business 
practices  of  investment  advisers.  The 
revisions  to  Schedules  A-D  of  Form 
ADV  and  Form  BD  under  the  Ex¬ 
change  Act  will  make  those  schedules 
identical  for  registered  investment  ad¬ 
visers  who  are  also  registered  as 
broker-dealers.  Revised  Schedule  E 
and  new  Schedules  F  ^d  G  provide 
space  for  supplementary  information 
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for  Parts  I  and  II  of  Form  ADV  and  a 
balance  sheet.  Certain  of  these  revi¬ 
sions  are  discussed  below. 

A.  Part  I  of  Form  ADV.  1.  Execution 
Clause.  As  reproposed  in  the  July  1977 
Releases,  the  execution  portion  of  the 
Form  ADV  required  a  notarized  signa¬ 
ture.  This  requirement  has  been  de¬ 
leted. 

2.  Persons  authorized  to  receive  com¬ 
pliance  and  information  communica¬ 
tions.  Item  2(c)  of  Form  ADV,  as  re¬ 
proposed,  asked  for  the  name  and  ad¬ 
dress  of  the  person  authorized  to  re¬ 
ceive  compliance  and  information 
communications.  Several  commenta¬ 
tors  suggested  that  such  a  require¬ 
ment  was  an  unauthorized  attempt  on 
the  Commission’s  part  to  require  all 
investment  advisers  to  have  compli¬ 
ance  officers.  This  was  not  the  Com¬ 
mission’s  intention.  Moreover,  inas¬ 
much  as  the  form  already  requests  the 
name,  address  and  telephone  number 
of  the  applicant  and  the  person  from 
whom  additional  information  about 
the  form  can  be  obtained,  it  appears 
unnecessary  to  require  the  name  of  an 
additional  contact  person,  particularly 
a  person  who  has  no  specific  statutory 
responsibilities  under  the  Act.  There¬ 
fore,  item  2(c)  has  been  deleted. 

3.  State  registration.  Item  3,  which 
seeks  Information  concerning  the 
states  in  which  an  investment  adviser 
is  registered,  has  been  revised  to  re¬ 
quire  the  adviser  to  provide  an  expla¬ 
nation  if  his  registration  in  any  state 
has  been  Involuntarily  terminated. 

4.  Mergers  and  successors.  Item  7 
provides  information  concerning  merg¬ 
ers  with,  and  successors  to,  investment 
advisers.  Several  commentators  found 
the  language  in  items  7  (a)  and  (b) 
confusing.  Therefore,  the  language  of 
item  7(a)  has  been  simplified.  Also 
item  7(b),  which  concerns  mergers,  has 
been  limited  to  those  which  have  oc¬ 
curred  during  the  previous  ten  years. 
This  is  to  prevent  lengthy  descriptions 
of  the  adviser’s  genealogy  which 
would  have  no  relevance  to  the  deci¬ 
sion  to  grant  or  deny  registration. 

5.  Statutory  disqualification.  The 
1975  Amendments  amended  Section 
203(e)  of  the  Act  to  expand  the  enu¬ 
merated  grounds  which  can  serve  as  a 
basis  for  a  denial  of  an  application  for 
registration  or  the  revocation  of  the 
registration  of  an  investment  adviser. 
Therefore,  revised  Form  ADV  contains 
questions  pertaining  to  such  grounds. 

With  respect  to  the  questions  in 
item  10  concerning  statutory  disquali¬ 
fications.  several  commentators  sug¬ 
gested  that  the  time  period  for  all 
questions  be  limited  to  10  years.  This 
is  not  possible  since  the  Act  specifies 
varying  time  periods  for  each  basis  for 
denial  or  revocation. 

Items  10  (a)  and  (d)  have  been  re¬ 
vised  to  conform  with  the  correspond¬ 
ing  items  on  form  BD.  A  question  at 
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the  end  of  item  10(f),  as  reproposed, 
concerning  censures  or  fines  by  self- 
regulatory  organizations  has  been  de¬ 
leted. 

Several  commentators  pointed  out 
that  an  affirmative  answer  to  item 
10(k)  and  the  required  explanation 
could  result  in  what  were  private  pro¬ 
ceedings  against  an  individual  becom¬ 
ing  public.  Particularly  in  light  of  an 
applicant’s  obligation  to  promptly 
amend  his  registration  if  an  answer  to 
a  question  concerning  statutory  dis¬ 
qualifications  changes,  the  question 
has  been  limited  to  public  proceedings. 

6.  Civil  litigation.  Item  14  asks 
about  civil  litigation  relating  to  an  ad¬ 
viser’s  business.  Several  commentators 
suggested  that  requiring  all  litigation 
to  be  disclosed  in  a  publicly  available 
document  would  give  a  meritless  claim 
a  nuisance  value  which  might  induce 
an  adviser  to  attempt  to  settle  the 
matter.  Since  this  was  not  an  intended 
effect  of  this  question,  the  question 
has  been  placed  into  Part  I  of  the 
form  so  that  it  will  not  be  required  to 
be  routinely  provided  to  clients  by  in¬ 
vestment  advisers.  This  item  was  also 
modified  to  require  only  that  material 
litigation  be  disclosed  if  the  applicant 
is  a  defendant  in  the  litigation. 

7.  Characteristics  of  advisers.  Items 
12(c),  13(a),  15  and  16  of  Part  I  of 
Form  ADV  as  revised  are  the  items  de¬ 
signed  to  provide  information  about 
the  basic  characteristics  of  Investment 
advisers.  We  believe  such  questions 
will  be  useful  (1)  in  structuring  the 
Commission’s  investment  adviser  regu¬ 
latory  program  on  an  overall  basis  and 
(2)  in  assisting  the  regional  offices  in 
selecting  investment  advisers  for  ex¬ 
aminations.  Some  commentators  criti¬ 
cized  the  questions  on  the  ground  that 
they  were  inappropriate  material  for  a 
registration  form.  They  suggested  that 
such  questions  should  be  in  a  Commis¬ 
sion  questionnaire  or  survey.  In  addi¬ 
tion,  other  commentators  were  con¬ 
cerned  that  inclusion  of  these  ques¬ 
tions  would  limit  the  form’s  utility  as 
a  disclosure  document  and  would 
result  in  proprietary  information  be¬ 
coming  readily  available  to  the  public. 

However,  the  information  which 
would  be  derived  from  a  one-time 
questionnaire  would  become  out-of- 
date.  Requiring  the  information  on 
Form  ADV,  combined  with  the  annual 
updating  of  information  which  win  be 
part  of  Form  ADV-S,  should  ensure 
that  the  Commission  has  this  valuable 
information  on  a  current  basis. 

In  order  that  an  existing  or  prospec¬ 
tive  client  not  be  distracted  by  this  in¬ 
formation,  we  have  moved  these  ques¬ 
tions  into  Part  I  of  Form  ADV.  Several 
specific  changes  in  the  content  of 
these  questions  have  also  been  made. 

8.  Balance  sheet.  The  1975  Amend¬ 
ments  added  Section  203(c)(1)(D)  [15 
U.S.C.  80b-3(c)(l)(D)]  which  permits 
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the  Commission  to  require  in  Form 
ADV  “a  balance  sheet  certified  by  an 
independent  public  accotmtant  and 
other  financial  statements  (which 
shall,  as  the  Commission  specifies,  be 
certified)  •  • 

Consistent  with  this  authority,  ad¬ 
visers  who  are  not  required  to  deliver  a 
balance  sheet  to  clients  must  file  with 
the  Commission  in  Part  I  of  the  Form 
ADV  an  unaudited  balance  sheet  pre¬ 
pared  in  accordance  with  generally  ac¬ 
cepted  accoiuiting  principles.  The 
form  further  requires  that  an  audited 
balance  sheet  be  included  in  Part  II  of 
Form  ADV  by  advisers  (1)  who  have 
custody  or  possession  of  clients’  funds 
or  securities  or  (2)  who  require  pre¬ 
paid  advisory  fees  in  excess  of  $500  per 
client  and  six  months  or  more  in  ad¬ 
vance. 

The  brochure  rale  as  reproposed  in 
the  July  1977  Releases  would  have  re¬ 
quired  all  advisers  to  include  in  the 
UTitten  disclosure  statement  an  unau¬ 
dited  balance  sheet,  ciarent  as  of  a 
date  not  more  than  15  months  prior  to 
its  distribution.  That  requirement  was 
the  object  of  strong  criticism.  Of  the 
165  public  comments  received  on  the 
proposals,  116  addressed  the  financial 
information  requirement  and  almost 
all  of  the  comments  were  negative. 

In  general,  the  commentators  were 
concerned  that  providing  a  balance 
sheet,  no  matter  in  what  form,  would 
not  necessarily  provide  the  client  with 
relevant  information  on  which  to  base 
a  judgment  about  the  adviser’s  finan¬ 
cial  condition  and  might  easily  be  mis¬ 
interpreted.  In  addition,  it  was  assert¬ 
ed  that  requiring  audited  balance 
sheets  would  be  very  expensive.  Advis¬ 
ers  in  general,  and  particularly  those 
doing  business  as  sole  proprietors, 
were  concerned  about  an  asserted  in¬ 
vasion  of  privacy  in  being  required  to 
disclose  financial  information.  The 
commentators  also  were  concerned 
that  a  financial  disclosiu-e  requirement 
might  deter  new  entrants  into  the  ad¬ 
visory  business  and  might  unfairly  in¬ 
cline  prospective  clients  toward  select¬ 
ing  larger  firms  rather  than  smaller 
firms. 

Some  advisers  who  are  sole  propri¬ 
etors  objected  to  the  balance  sheet  re¬ 
quirement  on  the  grounds  that  they 
would  have  to  disclose  non-advisory  re¬ 
lated  assets  and  liabilities.  It  can  be 
noted,  however,  that  sole  proprietor 
broker-dealers  are  already  subject  to 
the  more  stringent  requirement  of 
filing  audited  balance  sheets  annually. 

A  few  commentators,  however,  ad¬ 
dressed  themselves  to  a  balance  sheet 
requirement  for  advisers  who  have 
custody  or  possession  of  clients’  fimds 
or  securities  or  who  require  substan¬ 
tial  prepayments  of  advisory  fees. 
’These  commentators  indicated  it 
would  be  more  appropriate  for  such 
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advisers  to  disclose  their  financial  con¬ 
dition. 

The  requirement  that  all  advisers 
file  a  balance  sheet  with  the  Commis¬ 
sion  is  based  on  two  principal  reasons. 
First,  the  filing  of  financial  informa¬ 
tion  will  assist  the  Conunission’s  staff 
in  its  inspection  and  enforcement  ef¬ 
forts  with  respect  to  registered  invest¬ 
ment  advisers.  Second,  the  informa¬ 
tion  should  assist  the  Commission  gen¬ 
erally  regarding  its  regulatory  pro¬ 
grams  relating  to  investment  advisers. 

The  balance  sheet  requirement 
should  not  be  und\ily  burdensome.  As 
a  matter  of  good  business  practice,  ad¬ 
visers  should  maintain  those  books 
and  records  necessary  to  prepare  a  bal¬ 
ance  sheet.  In  addition,  many  states 
have  some  form  of  reqiiirement  con¬ 
cerning  the  filing  of  balance  sheets  as 
part  of  their  investment  adviser  regis¬ 
tration  process.  New  York,  for  exam¬ 
ple,  requires  advisers  doing  business  in 
that  jurisdiction  to  file  a  balance  sheet 
with  their  registration  statement. 

B.  Contents  of  Written  Disclosure 
Statemerd—Part  II  of  Form  ADV.  Part 
II  of  revised  Form  ADV  ccntans  the 
information  required  in  the  written 
disclosure  statement.  At  the  beginning 
of  Part  II,  there  is  an  introductory  sec¬ 
tion  that  contaii'is  (1)  the  name,  ad¬ 
dress,  and  telephone  number  of  the  in¬ 
vestment  adviser  and  (2)  a  general 
summary  of  the  types  of  information 
included  in  the  disclosure  statement. 
In  addition,  there  is  a  statement  of 
disclaimer  to  the  effect  that  the  Com¬ 
mission  has  not  passed  upon  or  ap¬ 
proved  the  information  regarding  the 
investment  adviser  contained  in  Part 
II  or  passed  upon  or  approved  the 
qualifications  or  business  practices  of 
the  investment  adviser. 

The  vinritten  disclosure  statement 
contains  information  concerning  the 
background  and  business  practices  of 
an  investment  adviser,  including  (1) 
the  tsqjes  of  advisory  services  provided 
and  the  fees  for  such  services;  (2)  the 
tsTies  of  clients  using  the  adviser’s 
services;  (3)  the  types  of  securities 
with  respect  to  which  the  adviser  gen¬ 
erally  gives  advice;  (4)  the  methods  of 
analysis  used  by  the  adviser;  (5)  the 
standards  of  education,  if  any,  estab¬ 
lished  by  the  adviser  with  respect  to 
persons  associated  with  the  adviser; 
(6)  the  actual  education  and  business 
experience  of  certain  associated  per¬ 
sons;  (7)  other  business  activities  of 
the  adviser,  including  securities  indus¬ 
try  activities  and  affiliations;  (8)  the 
adviser’s  participation,  if  any,  in  con¬ 
nection  with  securities  transactions  of 
clients;  (9)  any  conditions  for  estab¬ 
lishing  or  maintaining  advisory  ac¬ 
counts;  (10)  the  nature  of  the  adviser’s 
discretionary  authority,  if  any,  with 
respect  to  advisory  accoimts;  (11)  the 
adviser’s  process  for  reviewing  ac¬ 


counts;  and  (12)  with  respect  to  cer¬ 
tain  advisers,  a  certified  balance  sheet. 

’The  information  to  be  included  in 
Part  II  of  Form  ADV  and  significant 
issues  raised  by  commentators^  con¬ 
cerning  such  information  are  discussed 
below. 

1.  Advisory  services  and  fees.  The 
first  item  of  Part  II  relates  to  the 
types  of  services  generally  offered  by 
the  adviser  and  the  fees  for  such  serv¬ 
ices.  Using  a  checklist,  the  adviser 
must  indicate  the  type  or  types  of 
services  generally  offered  to  clients, 
including  but  not  limited  to  invest¬ 
ment  supervisory  services,  account 
management  services  not  involving  in¬ 
vestment  supervisory  services,  or  the 
issuance,  on  a  subscription  basis,  of  a 
periodic  publication  relating  to  securi¬ 
ties.  In  addition,  an  adviser  must  fur¬ 
nish  information  conceriiing  the  basis 
or  bases  of  compensation,  amounts 
charged  (basic  fee  schedules  and  an  in¬ 
dication  of  whether  fees  are  negotia¬ 
ble),  and  when  such  fees  are  payable. 
If  advisory  fees  are  payable  prior  to 
the  .rendering  of  the  services,  the 
statement  must  indicate  whether,  to 
what  extent,  and  under  what  condi¬ 
tions,  such  fees  will  be  refunded  to  cli¬ 
ents.  Finally,  the  adviser  must  disclose 
the  procedures  and  conditions,  if  any, 
pursuant  to  which  the  investment  ad¬ 
viser  or  any  client  of  the  investment 
adviser  may  terminate  an  advisory 
contract  prior  to  the  termination  date 
set  forth  in  the  contract. 

Many  commentators  thought  that 
the  langauge  in  related  items  of  the 
old  Form  ADV  and  reproposed  Rule 
204-3(d)  was  confusing  and  needed 
clarification.  Those  items,  each  relat¬ 
ing  to  the  t5T3es  of  advisory  services 
provided  and  the  advisory  fees  associ¬ 
ated  with  those  services,  have  been 
combined  as  item  (1)  of  new  Part  II. 
Clarifications  were  made  in  the  ques¬ 
tions  to  avoid  confusion  about  the 
detail  expected  concerning  the  advis¬ 
er's  fee  schedule. 

2.  Types  of  clients.  The  second  item 
on  Part  II  relates  to  the  type  of  clients 
to  whom  the  adviser  generally  pro¬ 
vides  investment  advice.  The  adviser  is 
required  to  list  such  types  of  clients, 
including  but  not  limited  to,  individ¬ 
uals  or  specified  classes  of  individuals, 
investment  companies,  pension  and 
profit-sharing  plans  and  banks. 

3.  Types  of  securities.  The  third  item 
on  Part  II  requires  the  adviser  to  indi¬ 
cate  on  a  check  list  the  types  of  securi¬ 
ties  concerning  which  the  adviser  gen¬ 
erally  provides  advice. 

4.  Methods  of  analysis.  The  fourth 
item  on  Part  II  concerns  the  adviser’s 
methods  of  analysis,  sources  of  infor¬ 
mation  and  investment  techniques. 
The  adviser,  in  narrative  fashion,  must 
relate  (1)  its  method  of  seciulties  anal¬ 
ysis,  e.g.,  fundamental  analysis,  tech¬ 
nical  analysis,  cyclical  analysis  or 
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charting;  (2)  the  sources  of  informa¬ 
tion  applicant  uses,  e.g.,  financial 
newspapers  and  magazines,  company 
prepared  information,  inspections  of 
corporate  activities,  research  materials 
prepared  by  others,  or  corporate 
rating  services;  and  (3)  the  types  of  in¬ 
vestment  strategies  generally  recom¬ 
mended  or  used  to  implement  any  in¬ 
vestment  advice  rendered  to  clients, 
e.g.,  long  term  purchases  (securities 
will  be  held  at  least  one  year  except  in 
unusual  circumstances),  short  term 
purchases  (securities  will  generally  be 
sold  within  one  year  after  purchase), 
trading  (securities  will  generally  be 
sold  within  30  days  after  purchase), 
short  sales,  margin  transactions,  or 
option  ViTiting,  including  covered  op¬ 
tions,  uncovered  options,  suid  spread¬ 
ing  strategies. 

Certain  clarifications  have  been 
made  in  this  item  in  response  to  reser¬ 
vations  expressed  by  commentators  re¬ 
garding  the  intended  detail  of  the  re¬ 
quired  responses.  Some  commentators 
stated  that  fully  responsive  answers  to 
the  question  would  be  too  lengthy  and 
detailed  to  be  read,  and  that  abbrevi¬ 
ated  answers  would  be  too  general  to 
be  of  any  use. 

This  item  is  intended  to  provide  an 
adviser’s  present  and  potential  clients 
with  a  general  description  of  how  the 
adviser  formulates  its  advisory  policy. 
Although  the  Commission  does  not 
necessarily  agree  with  the  critical  com¬ 
ments,  it  has  revised  the  item  to  re¬ 
quire  that  the  information  be  set  forth 
ill  narrative  form.  The  narrative  de¬ 
scription  should  provide  a  more  mean¬ 
ingful  disclosure  presentation  for  advi¬ 
sory  clients. 

5.  Ediccation  and  btisiness  experi¬ 
ence.  The  fifth  and  sixth  items  in  Part 
II  relate  to  the  education  and  experi¬ 
ence  of  the  adviser’s  personnel.  In 
item  five,  the  adviser  must  disclose  if 
there  are  any  general  standards  of 
education  and  business  background 
applicable  to  persons  associated  with 
the  adviser  (other  than  clerical  or  min¬ 
isterial  personnel).  In  item  six,  advis¬ 
ers  must  disclose  the  name,  age, 
formal  education  after  high  school 
and  business  background  for  the  pre¬ 
ceding  five  years  of  each  member  of 
the  Investment  adviser’s  Investment 
committee.  If  the  adviser  does  not 
have  an  Investment  committee  or  simi¬ 
lar  committee,  he  must  provide  similar 
information  with  respect  to  persons 
who  determine  or  approve  the  type  of 
investment  advice  which  will  be  ren¬ 
dered  by  or  on  behalf  of  the  adviser. 

Many  commentators  were  critical  of 
the  questions  relating  to  educational 
background.  Their  basic  contention  in 
this  area  was  that  there  is  no  evidence 
that  a  better  educated  individual 
makes  a  better  adviser.  They  were  con¬ 
cerned  that  Inclusion  of  this  item 
might  imply  that  there  is  a  positive 
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correlation  between  educational  back¬ 
ground  and  the  quality  of  advisory 
services.  Given  the  absence  of  any  sub¬ 
stantive  requirements  relating  to  edu¬ 
cational  and  business  qualifications  of 
investment  advisers,  the  Commission 
believes  that  the  disclosure  of  infor¬ 
mation  concerning  educational  and 
business  backgroiuid  will  be  useful  to 
clients  in  selecting  an  adviser. 

6.  Other  business  activities.  The  sev¬ 
enth  and  eighth  items  in  Part  II  relate 
to  any  other  business  activities  of  the 
adviser,  including,  specifically,  his  ac¬ 
tivities  and  affiliations  in  the  securi¬ 
ties  business. 

Apparently,  many  investment  advis¬ 
ers  provide  investment  advice  only  as 
an  adjunct  to  their  primary  activity, 
which  may  be  in  the  area  of  insurance 
or  real  estate,  or  perform  advisory  ac¬ 
tivities  in  addition  to  having  an  unre¬ 
lated  primary  occupation.  Since  clients 
would  normally  wish  to  know  the 
extent  of  his.  activity  in  the  adviser 
area  contrasted  to  his  other  business 
endeavors,  a  question  concerning  the 
adviser’s  other  professional  activities 
has  been  added.  Finally,  so  that  a 
client  will  have  a  complete  picture  of 
the  adviser’s  activities,  a  question  has 
been  added  asking  whether  the  adviser 
offers  or  sells  products  other  than  se¬ 
curities  to  his  clients. 

’The  adviser  must  disclose  to  the 
client  other  business  activities,  for  ex¬ 
ample,  whether  he  is  a  broker  or 
dealer,  and  whether  he  is  affiliated 
with  any  person  in  the  securities  busi¬ 
ness.  In  view  of  the  potential  conflicts 
of  interest  which  may  arise  if  an  in¬ 
vestment  adviser  is  affiliated  with  an¬ 
other  entity  in  the  securities  business, 
it  is  important  for  an  adviser’s  clients 
and  prospective  clients  to  be  informed 
of  these  affiliations. 

7.  Securities  Transactions.  The 
ninth  item  in  Part  II  requires  the  ad¬ 
viser  to  make  certain  disclosures  con¬ 
cerning  his  relationship,  if  any,  to  the 
securities  transactions  of  his  advisory 
clients.  An  adviser  must  disclose 
whether  (1)  as  principal,  he  sells  secu¬ 
rities  to  or  buys  securities  from  any 
advisory  client;  (2)  as  agent,  he  effects 
securities  transactions  for  any  adviso¬ 
ry  client  or  any  person  other  than  an 
advisory  client;  and  (3)  he  recom¬ 
mends  to  advisory  clients  or  prospec¬ 
tive  advisory  clients  the  purchase  or 
sale  of  any  security  in  which  the  advis¬ 
er  holds  a  position  or  interest.  Where 
the  adviser  engages  in  any  such  trans¬ 
actions,  he  must  describe  the  circum¬ 
stances  relating  to  such  transactions 
and  any  internal  procedures  estab¬ 
lished  concerning  conflicts  of  Interest 
in  such  transactions.  In  addition,  the 
adviser  must  describe  any  restriction 
imposed  upon  himself  or  any  associat¬ 
ed  person  in  connection  with  the  pur¬ 
chase  or  sale  for  his  or  their  own  ac- 
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count  of  securities  recommended  to 
advisory  clients. 

8.  Investment  supervisory  and  ac¬ 
count  management  services.  The 
tenth,  eleventh  and  twelfth  items 
relate  primarily  to  advisers  who  pro¬ 
vide  Investment  supervisory  services  or 
account  management  services.  Such 
advisers  must  describe  (1)  what  condi¬ 
tions,  if  any.  including  minimum 
amount  of  assets  under  management, 
are  imposed  on  accounts;  (2)  the 
extent,  if  any,  of  discretionary  author¬ 
ity  involved  in  the  supervision  and 
management  of  accounts;  (3)  the  proc¬ 
ess  of  reviewing  each  investment  advi¬ 
sory  account;  and  (4)  reports  regularly 
furnished  to  clients  concerning  their 
advisory  accounts.  Certain  questions 
included  in  the  reproposal  have  been 
eliminated,  some  because  the  answers 
would  most  likely  be  very  general  and 
uninformative,  and  others  because  the 
information  was  considered  unneces¬ 
sary. 

Item  11  also  must  be  answered  by 
advisers  who,  although  not  providing 
investment  supervisory  or  account 
management  services,  nevertheless  de¬ 
termine  or  suggest  the  broker  or 
dealer  through  which,  or  the  commis¬ 
sion  rates  at  which,  securities  transac¬ 
tions  for  client  accounts  are  effected. 
Item  11  contains  questions  which  are 
designed  to  provide  clients  with  gener¬ 
al  information  concerning  the  advis¬ 
er’s  brokerage  placement  practices,  in¬ 
cluding  the  selection  of  brokers  and 
the  amount  of  commissions.* 

’Two  questions  have  been  deleted  in 
order  to  make  the  written  disclosure 
statement  a  more  understandable  doc¬ 
ument.  In  the  brochure  rule  and  Form 
ADV  as  reproposed  in  July  1977,  advis¬ 
ers  providing  investment  supervisory 
or  account  management  services  were 
asked  to  describe  their  organizational 
structure  and  to  discuss  specific  client 
circumstances  which  the  adviser  con¬ 
siders  in  supervising  investments  or 
managing  accounts.  The  question  re¬ 
lating  to  the  adviser’s  organizational 
structure  has  been  eliminated  because 
a  client  should  receive  sufficient  infor¬ 
mation  about  the  adviser’s  business 
practices  from  the  answers  to  items  4. 
11  and  12.  The  question  relating  to 
specific  client  circumstances  which  in¬ 
fluence  an  adviser’s  investment  deci¬ 
sions  has  also  been  eliminated  as  being 
too  burdensome. 

9.  Balance  sheet  The  modified  bal¬ 
ance  sheet  requirement  for  Part  II  of 
Form  ADV  would  apply  to  advisers  (1) 
who  have  custody  or  possession  of  cli¬ 
ents’  fimds  or  securities  or  (2)  who  re¬ 
quire  clients  to  pre-pay  advisory  fees 
in  excess  of  $500  and  for  six  months  or 
more  in  advance.  Unlike  the  Part  I  re- 


*See  Securities  Act  Release  No.  33-6019, 
January  30,  1979,  for  a  general  discussion  of 
the  backgroimd,  purpose  and  effect  of  this 
disclosure. 
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quirement  for  an  unaudited  balance 
sheet,  an  audited  balance  sheet  is  re¬ 
quired  by  item  13  of  Part  II  since  cli¬ 
ents  and  prospective  clients  should 
have  more  reliable  information  con¬ 
cerning  the  financial  condition  of  ad¬ 
visers  who  hold  clients’  fimds  or  secu¬ 
rities  or  who  require  substantial  pre¬ 
paid  fees. 

The  requirement  of  filing  an  audited 
balance  sheet  with  the  Commission 
and  of  delivering  it  to  clients  should 
not  be  unduly  burdensome  for  these 
advisers.  Advisers  who  maintain  custo¬ 
dy  or  possession  of  client  funds  or  se¬ 
curities  are  required  by  Rule  206(4)-2 
[17  CFR  275-206(4)-2]  under  the  Act 
to  have  these  funds  or  securities  exam¬ 
ined  annually  by  an  independent 
public  accountant.  Since  these  advis¬ 
ers  are  accustomed  to  having  an  audit 
of  certain  of  their  books  and  records, 
requiring  an  audited  balance  sheet 
should  not  be  an  undue  burden. 

C.Revisions  Related  to  Schedules  A- 
G  of  Forms  ADV  and  BD.  Schedules  A- . 
D  to  Form  ADV  and  FYom  BD,  the 
registration  form  under  the  exchange 
Act  for  brokers  and  dealers,  have  been 
revised  to  make  the  two  sets  of  sched¬ 
ules  identical.  This  will  enable  regis¬ 
tered  investment  advisers  who  are  also 
registered  as  broker-dealers  and  pros¬ 
pective  dual  registrants  to  file  these 
schedules  without  as  much  adminis¬ 
trative  burden.  With  identical  sched¬ 
ules,  dual  registrants  will  be  able  to 
prepare  one  set  and  make  a  duplicate, 
marking  each  to  indicate  whether  it 
relates  to  Form  ADV  or  Form  BD, 
rather  than  being  required  to  prepare 
two  sets  of  originals.  Schedules  E  and 
F  have  been  included  to  allow  space  to 
expand  answers  to  Part  I  and  II  re¬ 
spectively.  Schedule  G  provides  for 
the  balance  sheet. 

While  the  commentators  were 
pleased  that  the  Commission  was  at¬ 
tempting  to  develop  a  uniform  regis¬ 
tration  form  for  use  by  the  Commis¬ 
sion  and  those  states  which  require  in¬ 
vestment  adviser  registration,  they 
had  serious  objections  to  proposed 
Schedule  G  which  would  have  been 
the  means  to  accomplish  this  goal. 
The  commentatom  were  concerned 
that  what  was  intended  to  make  regis¬ 
tration  easier  for  investment  advisers 
would  have  actually  resulted  in  a  more 
burdensome,  detailed  registration 
process. 

The  information  proposed  in  Sched¬ 
ule  G  has  been  eliininated  from  Form 
ADV.  The  Commission  and  its  staff 
intend,  however,  to  pursue  discussions 
with  representatives  of  the  North 
American  Securities  Administrators 
Association  and  other  associations  of 
state  securities  administrators  toward 
the  goal  of  adoption  of  a  satisfactory 
schedule  for  supplementary  informa¬ 
tion. 
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rv.  Requirement  To  Revise  Form 
ADV,  Rule  204-1 

Rule  204-l(a)  has  been  amended  to 
require  registered  investment  advisers, 
and  those  advisers  whose  application 
for  registration  is  pending  when  the 
revised  form  becomes  effective,  to  file 
a  revised  Form  ADV.  Such  advisers 
must  file  a  revised  form  no  later  than 
July  31, 1979. 

In  addition.  Rule  204-l(b)  has  been 
amended  to  require  investment  advis¬ 
ers  to  amend  the  individual  items  con¬ 
tained  in  Parts  I  and  II  of  Form  ADV 
on  the  basis  of:  (1)  those  items  which 
require  amendments  promptly  after 
any  change;  (2)  those  items  which  re¬ 
quire  amendments  promptly  after  ma¬ 
terial  changes;  and  (3)  those  items 
which  require  amendments- annually. 

The  first  category  consists  of  a  limit¬ 
ed  number  of  items  in  Part  I  which  are 
essential  for  the  Commission  to  moni¬ 
tor  the  status  of  registrants  and  which 
apprise  the  Commission  of  any  statu¬ 
tory  disqualifications  which  exist  with 
respect  to  an  adviser  or  any  associated 
person.  The  second  category  contains 
the  balance  of  the  items  in  Part  I 
(except  for  the  general  business  ques¬ 
tions  and  question  17)  and  all  of  the 
questions  in  Part  II  with  the  exception 
of  question  13.  The  third  category  con¬ 
sists  of  the  general  business  questions 
and  question  17  in  Part  I  and  question 
13  in  Part  II  and  certain  other  items  in 
Part  I  and  the  balance  of  Part  II 
changed  in  a  non-material  manner. 

V.  Recordkeeping  Requirement 

The  Commission  has  amended  the 
Act’s  recordkeeping  provision  to  re¬ 
quire  advisers  to  keep  a  record  of  dis¬ 
closure  statements  provided  clients 
under  the  brochure  rule.  Rule  204-2 
generally  requires  registered  advisers 
to  make  and  keep  accurate  and  cur¬ 
rent  certain  records.  A  new  paragraph 
(a)(14)  has  been  added  to  require  such 
advisers  to  keep  (1)  a  copy  of  each 
written  statement  sent  to  a  client  or 
prospective  client  in  accordance  with 
the  provisions  of  the  brochure  rule 
and  (2)  a  record  of  the  dates  that  each 
statement  was  delivered  or  offered  to 
be  delivered  to  any  client  or  prospec¬ 
tive  client  who  subsequently  becomes 
a  client. 

VI.  Form  ADV-S 

The  Commission  has  amended  Rule 
204-1  to  require  investment  advisers, 
on  an  annual  basis,  to  file  a  new  Form 
ADV-S  informing  the  Commission  of 
certain  information  about  the  advis¬ 
er’s  business.  Form  ADV-S  is  intended 
to  advise  the  Commission  whether  the 
adviser  is  still  in  business  and  whether 
his  address  has  changed,  as  well  as  to 
remined  the  applicant  of  his  responsi¬ 
bility  to  file  required  amendments  to 
his  Form  ADV.  In  addition.  Form 


ADV-S  contains  a  reminder  to  an  ad¬ 
viser  to  file  on  Schedule  G  of  Form 
ADV  a  current  balance  sheet  that  sat¬ 
isfies  the  requirements  of  Item  17  of 
Part  I  or  Item  13  of  Part  II  of  Form 
ADV.  Form  ADV-S  also  requires  an 
adviser  to  file  a  copy  of  each  form  of 
written  disclosure  statement,  other 
than  disclosure  statements  in  the  form 
of  Part  II,  used  by  the  adviser  to 
comply  with  the  brochure  rule  during 
the  preceeding  fiscal  year  of  the  advis¬ 
er. 

Use  of  this  form  combined  with  ap¬ 
propriate  follow-up  measures  should 
allow  the  Commission  to  remove  inac¬ 
tive  registrants  from  its  list  of  active 
advisers.  In  addition,  by  requiring  no¬ 
tification  of  a  change  of  business  ad¬ 
dress  in  the  Form  ADV-S,”  the  regional 
offices  may  avoid  wasteful  inspection 
trips  to  former  places  of  business. 

Authority,  Effective  Date 

The  Commission  hereby  adopts  Rule 
204-3  and  paragraph  (14)  of  Rule  204- 
2(a).  pursuant  to  the  authority  con¬ 
tained  in  Sections  204,  206(4)  and 
211(a)  of  the  Act  [15  U.S.C.  80b-4, 
80b-6  and  80b-ll(a)].  The  Commission 
hereby  revises  Rule  204-1  and  adopts 
Form  ADV-S  pursuant  to  the  authori¬ 
ty  contained  in  Sections  204,  206(4) 
and  211(a)  of  the  Act.  The  Commis¬ 
sion  hereby  revises  Form  ADV  and 
Schedules  A-G  pursuant  to  the  au¬ 
thority  contained  in  Sections  203  [15 
U.S.C.  80b-3].  204,  206(4)  and  211(a)  of 
the  Act.® 

The  amendments  to  Schedules  A-D 
to  Form  BD,  the  registration  form  for 
brokers  and  dealers  under  the  Ex¬ 
change  Act,  are  adopted  pursuant  to 
the  authority  of  Sections  15(b)(1)  and 
23(a)  of  the  Exchange  Act  [15  U.S.C. 
78o(b)(l)  and  78w(a)].  Since  these 
amendments  to  Schedules  A-D  to 
Form  BD  are  technical  in  nature  and 
are  intended  to  ease  the  administra¬ 
tive  burden  on  brokers  and  dealers 
who  are,  or  may  become,  registered  as 
investment  advisers,  the  Commission 
finds  that  any  burden  on  competition 


‘Item  11  of  Part  n  of  Form  ADV,  which 
requires  narrative  disclosure  of  certain  in¬ 
formation  relating  to  brokerage  placement 
practices  to  the  Commission  and,  under 
Rule  204-3,  to  advisory  clients  and  prospec¬ 
tive  advisory  clients,  is  also  adopted,  in  part, 
pursuant  to  the  authority  contained  in  Sec¬ 
tion  28(eK2)  of  the  Exchange  Act  [15  U.S.C. 
78bb(eK2)].  In  Securities  Act  Release  No. 
33-6019,  dated  January  30.  1979,  the  Com¬ 
mission  announced  the  simultaneous  adop¬ 
tion  of  similar  disclosure  requirements  for 
registered  investment  companies  and  cer¬ 
tain  other  issuers  and  made  certain  findings 
as  required  by  Section  23(aK2)  of  the  Ex¬ 
change  Act  [15  U.S.C.  78w(a)(2)].  The  dis¬ 
cussion  of  these  disclosure  requirements  and 
the  findings  contemplated  by  Section 
23(aK2)  which  appear  in  that  notice  are, 
with  respect  to  information  required  by 
Item  11  of  Part  II  of  Form  ADV,  herein  in¬ 
corporated  by  reference. 
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imposed  by  the  amendments  to  Sched¬ 
ules  A-D  to  Form  BD  is  necessary  and 
appropriate  in  the  public  interest  and 
for  the  protection  of  investors. 

The  Commission  is  aware  that  the 
new  reporting  and  disclosure  provi¬ 
sions  adopted  may  impose  certain  ad¬ 
ditional  burdens  on  applicants.  There¬ 
fore,  investment  advisers  who  plan  to 
register  prior  to  July  31, 1979,  may  file 
either  a  current  or  a  revised  Form 
ADV,  but  must  file  a  revised  Form 
ADV  by  July  31,  1979.  Advisers  pres¬ 
ently  registered  must  file  an  amend¬ 
ment  by  July  31,  1979,  to  conform 
with  the  new  requirements  (a  filing 
for  which  no  fee  is  charged). 

The  foregoing  adoption  and  revised 
rules  and  forms  become  effective  July 
31, 1979. 

The  registration  forms  are  being 
printed  and  will  be  available  shortly 
from  the  Commission's  Office  of  Pub¬ 
lications.  After  the  revised  forms 
become  available,  registrants  are  en¬ 
couraged  to  amend  their  filings  to 
comply  with  the  new  requirements 
before  July  31, 1979. 

The  Commission  finds  that  the 
changes  in  the  rules  and  forms  adopt¬ 
ed  today  from  those  published  in  the 
July  1977  Releases  have  already  been 
generally  subject  to  comment  and  are 
either  technical  in  nature  or  less  bur¬ 
densome  than  the  proposals  in  the 
July  1977  Releases  so  that  further 
notice  and  rulemaking  procedures  pur¬ 
suant  to  the  Administrative  Procedure 
Act  [5  U.S.C.  §  533  et  seq.]  are  not  nec¬ 
essary. 

Commission  Action 

PART  249— FORMS,  SECURITIES 
EXCHANGE  ACT  OF  1934 

I.  Part  249  of  Chapter  II  of  'ntle  17 
of  the  Code  of  Federal  Regulations 
under  the  Securities  Exchange  Act  of 
1934  is  amended  as  follows: 

§  249.30  [Amended] 

By  amending  §  249.501  Form  BD,  for 
application  for  registration  as  a  broker 
or  dealer  or  to  amend  or  supplement 
such  application. 

Schedules  A-D  to  Form  BD  are 
amended  in  certain  technical  respects. 

(A  copy  of  Schedules  A-D  to  Form 
BD  are  attached  hereto). 


PART  275— RULES  AND  REGULA¬ 
TIONS,  INVESTMENT  ADVISERS 
Aa  OF  1940 

II.  Part  275  of  Chapter  II  of  -ntle  17 
of  the  Code  of  Federal  Regulations 
under  the  Investment  Advisers  Act  of 
1940  is  amended  as  follows: 

1.  By  revising  §275.204-1  in  its  en¬ 
tirety  as  follows: 
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§  275.204-1  Amendments  to  application 
for  registration. 

(a)  Every  investment  adviser  whose 
registration  is  effective  or  whose  appli¬ 
cation  for  registration  is  pending  July 
31,  1979,  shall  then  file  as  an  amend¬ 
ment  to  the  application  a  complete 
Form  ADV  (§  279.1  of  this  chapter)  as 
revised  as  of  July  31,  1979,  unless  it 
shall  have  prior  thereto  so  amended 
its  application. 

(b) (1)  If  the  information  contained 
in  the  response  to  questions  2,  4,  6,  10, 
12(a),  12(b)  and  14  of  Part  I  of  any  ap¬ 
plication  for  registration  as  an  invest¬ 
ment  adviser,  or  in  any  amendment 
thereto,  becomes  inaccurate  for  any 
reason,  or  if  the  information  con¬ 
tained  in  the  response  to  questions  5. 
7,  8,  9  and  11  of  Part  I,  or  any  question 
in  Part  II  (except  question  13),  of  any 
application  for  reg^tration  as  an  in¬ 
vestment  adviser,  or  in  any  amend¬ 
ment  thereto,  become  inaccurate  in  a 
material  manner,  the  investment  ad¬ 
viser  shall  promptly  file  an  amend¬ 
ment  on  Form  ADV  (§279.1  of  this 
chapter)  Correcting  such  information. 

(2)  If  the  information  contained  in 
response  to  questions  5,  7,  8,  9  and  11 
of  Part  I,  or  any  question  in  Part  II 
(except  question  13),  of  any  applica¬ 
tion  for  registration  as  an  investment 
adviser,  or  in  any  amendment  thereto, 
becomes  inaccurate  but  not  in  a  mate¬ 
rial  manner,  or  the  information  con¬ 
tained  in  response  to  questions  12(c), 
13,  15  and  16  of  Part  I  of  any  applica¬ 
tion  for  registration  as  an  investment 
adviser,  or  in  any  amendment  thereto, 
becomes  inaccurate  for  any  reason, 
the  investment  adviser  shall  file  an 
amendment  on  Form  ADV  (§279.1  of 
this  chapter)  correcting  such  informa¬ 
tion  within  90  days  of  the  end  of  its 
fiscal  year.  In  addition,  a  balance 
sheet,  as  required  by  question  17  of 
Part  I  or  question  13  of  Part  II,  shall 
be  filed  within  90  days  of  the  end  of 
applicant’s  fiscal  year. 

(3)  If  the  information  contained  in 
response  to  question  3  of  Part  I  be¬ 
comes  inaccurate,  the  investment  ad¬ 
viser  shall  file  an  amendment  on  Form 
ADV  correcting  such  information 
within  90  days  of  the  end  of  appli¬ 
cant’s  fiscal  year.  However,  if  the  in¬ 
vestment  adviser’s  license  has  been 
withdrawn  or  involuntarily  terminat¬ 
ed,  the  investment  adviser  shall 
promptly  file  an  amendment. 

(c)  Every  investment  adviser  whose 
registration  is  effective  on  the  last  day 
of  its  fiscal  year  shall  file  a  Form 
ADV-S  (§  279.3  of  this  chapter)  within 
90  days  of  the  end  of  its  fiscal  year 
unless  its  registration  has  been  with¬ 
drawn,  cancelled  or  revoked  prior  to 
that  date. 

(d)  Every  document  required  pursu¬ 
ant  to  this  rule  shall  constitute  a 
“report”  within  the  meaning  of  Sec- 
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tions  204  and  207  of  the  Act  [15  U.S.C. 
80b-4,  80b-7]. 

2.  By  adding  new  paragraph  (a)(14) 
to  §  275.204-2  to  read  as  follows: 

§  275.204-2  Books  and  records  to  be  main¬ 
tained  by  investment  advisers. 

(a)  •  •  • 

(14)  A  copy  of  each  written  state¬ 
ment  and  each  amendment  or  revision 
thereof,  given  or  sent  to  any  client  or 
prospective  client  of  such  investment 
adviser  in  accordance  with  the  provi¬ 
sions  of  Rule  204-3  imder  the  Act,  and 
a  record  of  the  dates  that  each  written 
statement,  and  each  amendment  or  re¬ 
vision  thereof,  was  given,  or  offered  to 
be  given,  to  any  client  or  prospective 
client  who  subsequently  becomes  a 
client. 

3.  By  adding  a  new  §275.204-3  to 
read  as  follows: 

§  275.204-3  Written  disclosure  statements. 

(a)  General  requirement  Unless  oth¬ 
erwise  provided  in  this  rule,  an  invest¬ 
ment  adviser,  registered  or  required  to 
be  registered  piu*suant  to  Section  203 
of  the  Act  shall,  in  accordance  with 
the  provisions  of  this  section,  furnish 
each  advisory  client  and  prospective 
advisory  client  with  a  written  disclo¬ 
sure  statement  which  may  be  either  a 
copy  of  Part  11  of  its  form  ADV  which 
complies  with  §  275.204-l(b)  under  the 
Act  or  a  written  dociunent  containing 
at  least  the  information  then  so  re¬ 
quired  by  Part  II  of  Form  ADV. 

(b)  Delivery.  (1)  An  investment  ad¬ 
viser,  except  as  provided  in  paragraph 
(2),  shaU  deliver  the  statement  re¬ 
quired  by  this  section  to  an  advisory 
client  or  prospective  advisory  client  (i) 
not  less  than  48  hours  prior  to  enter¬ 
ing  into  any  written  or  oral  investment 
advisory  contract  with  such  client  or 
prospective  client,  or  (ii)  at  the  time  of 
entering  into  any  such  contract,  if  the 
advisory  client  has  a  right  to  termi¬ 
nate  the  contract  without  penalty 
within  five  business  days  after  enter¬ 
ing  into  the  contract. 

(2)  Delivery  of  the  statement  re¬ 
quired  by  paragraph  (1)  need  not  be 
made  in  connection  with  entering  into 

(i)  an  investment  company  contract  or 

(ii)  a  contract  for  impersonal  advisory 
sendees. 

(c)  Offer  to  deliver.  (1)  An  invest¬ 
ment  adviser,  except  as  provided  in 
paragraph  (2),  annually  shall,  without 
charge,  deliver  or  offer  in  writing  to 
deliver  upon  written  request  to  each  of 
its  advisory  clients  the  statement  re¬ 
quired  by  this  section. 

(2)  The  delivery  or  offer  required  by 
paragraph  (1)  need  not  be  made  to  ad¬ 
visory  clients  receiving  advisory  serv¬ 
ices  solely  pursuant  to  (i)  an  invest¬ 
ment  company  contract  or  (ii)  a  con¬ 
tract  for  impersonal  advisory  services 
requiring  a  payment  of  less  than  $200; 
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(3)  With  respect  to  an  advisory 
client  entering  Into  a  contract  or  re¬ 
ceiving  advisory  services  pursuant  to  a 
contract  for  impersonal  advisory  serv¬ 
ices  which  requires  a  payment  of  $200 
or  more,  an  offer  of  the  type  specified 
in  paragraph  (1)  shall  also  be  made  at 
the  time  of  entering  Into  an  advisory 
contract. 

(4)  Any  statement  requested  in  writ¬ 
ing  by  an  advisory  client  pursuant  to 
an  offer  required  by  this  paragi-aph 
must  be  mailed  or  delivered  within 
seven  days  of  the  receipt  of  the  re¬ 
quest. 

(d)  Omission  of  inapplicable  infor¬ 
mation,  If  an  investment  adviser  ren¬ 
ders  substantially  different  types  of 
investment  advisory  services  to  its  ad¬ 
visory  clients,  any  information  re¬ 
quired  by  items  (4)  through  (6)  or  (10) 
through  (13)  of  Part  II  of  Form  ADV 
may  be  omitted  from  the  statement 
furnished  to  an  advisory  client  or  pros¬ 
pective  advisory  client  if  such  informa¬ 
tion  Is  applicable  only  to  a  type  of  in¬ 
vestment  advisory  service  or  fee  which 
is  not  rendered  or  charged,  or  pro¬ 
posed  to  be  rendered  or  charged,  to 
that  client  or  prospective  client. 

(e)  Other  disclosures.  Nothing  in  this 
rule  shall  relieve  any  investment  advis¬ 
er  from  any  obligation  pursuant  to 
any  provision  of  the  Act  or  the  rules 
and  regulations  thereunder  or  other 
federal  or  state  law  to  disclose  any  in¬ 
formation  to  its  advisory  clients  or 
prospective  advisory  clients  not  spe¬ 
cifically  required  by  this  rule. 

(f)  Definitions.  For  the  purpose  of 
this  rule:  (1)  “contract  for  Impersonal 
advisory  services"  means  any  contract 
relating  solely  to  the  provision  of  in¬ 
vestment  advisory  services  (1)  hy 
means  of  written  material  or  oral 
statements  which  do  not  purport  to 
meet  the  objectives  or  needs  of  specif¬ 
ic  individuals  or  accounts;  (11)  through 
the  issuance  of  statistical  Information 
containing  no  expression  of  opinion  as 
to  the  investment  merits  of  a  particu¬ 


lar  security;  or  (111)  any  combination  of 
the  foregoing  services. 

(2)  “entering  into,"  in  reference  to 
an  investment  advisory  contract,  does 
not  include  an  extension  or  renewal 
without  material  change  of  any  such 
contract  which  is  in  effect  immediate¬ 
ly  prior  to  such  extension  or  renewal. 

(3)  “Investment  company  contract" 
means  a  contract  with  an  investment 
company  registered  under  the  Invest¬ 
ment  Company  Act  of  1940  which 
meets  the  requirements  of  Section 
15(c)  of  that  Act. 


PART  279— FORMS  PRESCRIBED 

UNDER  THE  INVESTMENT  ADVIS¬ 
ERS  ACT  OF  1940 

III.  Part  279  of  Chapter  II  of  Title 
17  of  the  Code  of  Federal  Regvilations 
is  amended  as  follows: 

S  279.1  [Amended] 

1.  By  amending  §  279.1  Form  ADV, 
for  application  for  registration  of  in¬ 
vestment  adviser,  and  for  amendments 
to  such  registration  statement. 

This  form  shall  be  filed  pursuant  to 
Rule  203-1  (§275.203-1  of  this  chap¬ 
ter)  as  an  application  for  registration 
of  an  Investment  adviser  pursuant  to 
sections  203(c)  or  203(g)  of  the  Invest¬ 
ment  Advisers  Act  of  1940,  and  also  as 
an  amendment  to  registration  pursu¬ 
ant  to  Rule  204-1  (§  275.204-1  of  this 
chapter). 

(A  copy  of  Form  ADV  as  adopted 
has  been  filed  with  the  Office  of  the 
Federal  Register  as  part  of  the  origi¬ 
nal  document  and  is  presented  in  16 
SEC  Docket  14). 

§279J  [Amended] 

2.  By  amending  §  279.3  Form  ADV-S, 
annual  report  of  registered  advisers. 

This  form  shall  be  filed  pursuant  to 
Rule  204-l(c)  (§  275.204-1  of  this  chap¬ 
ter)  as  an  annual  report  of  registered 
investment  advisers. 

By  the  Commission. 

George  A.  Fitzsimmons, 
Secretary. 

January  30, 1979. 
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( Instruction  APPLICATION  FOR  REGISTRATION  AS  AN  INVESTMENT  AEVISER 
Sheet)  OR  TO  AMEND  SUCH  AN  APPLICATION  UNDER  THE  INVESTMENT 

AEVISERS  ACT  OF  1940 


GENERAL  INSTRUCTIONS  FOR  PREPARING  AND  FILING  FORM  ADV  AND  SPECIAL  INSTRUCTIONS 
FOR  COMPLETING  FORM  ACV  AS  AN  APPLICATION  FOR  REGISTRATION  WITH  THE  SECURITIES 
AND  EXCHANGE  COMMISSION  AS  AN  INVESTMENT  AEVISER  OR  TO  AMEND  SUCH  AN  APPLICATION 


1.  This  Form  and  any  Schedules  and  continuation  sheets  required  in  connection 
with  it  shall  be  completed  and  filed  in  triplicate  with  the  Securities  and 
Exchange  Commission,  Washington,  D.C,  20549.  Retain  one  additional  copy  for  your 
records.  All  information  required  by  Form  AIV  and  any  Schedule  thereunder  must 

be  submitted  on  the  officially  prescribed  forms  (or  mechanical  reproductions  thereof) . 
Additional  copies  are  available  at  any  office  of  the  Commission. 

2.  Form  ACV  consists  of  two  parts.  Part  I  and  Part  II.  Both  parts  shall  be 
completed  and  filed  with  the  Commission. 

3.  At  the  time  of  the  filing  of  an  application  for  registration  under  the  Act, 
the  aK>licant  shall  pay  to  the  Cannission  a  fee  of  $150,  no  part  of  which  shall 
be  refunded.  There  is  no  fee  for  the  filing  of  any  amendments  to  Fonn  AEV. 

4.  Each  copy  of  the  execution  page  must  contain  an  original  manual  signature 
of  the  appropriate  duly  authorized  individual.  Mechanical  reproductions  of 
signatures  are  not  acceptable.  All  other  pages  containing  correct  informa- 
tion  may  be  mechanically  reproduced  by  any  method  producing  clear,  legible 
copies  of  identical  type  size.  Copies  must  be  on  8-1/2  x  11  inch  paper. 

5.  If  Form  ACV  is  filed  by  a  sole  proprietor,  it  shall  be  signed  by  the  pro¬ 
prietor;  if  it  is  filed  by  a  partnership,  it  shall  be  signed  in  the  name  of 
the  partnership  by  a  general  partner;  if  it  is  filed  by  an  unincorporated 
organization  or  association  vhich  is  not  a  partnership,  it  shall  be  signed 

in  the  name  of  such  organization  or  association  by  the  managing  agent — i.e., 
a  duly  authorized  person  v*io  directs  or  manages  or  v^o  participates  in  direct¬ 
ing  or  managing  its  affairs;  if  it  is  filed  by  a  corporation,  it  shall  be 
signed  in  the  name  of  the  corporation  by  a  principal  officer  duly  authorized. 

6.  If  the  space  provided  for  any  answer  on  the  Form  is  insufficient,  the  com¬ 
plete  answer  shall  be  prepared  on  Schedule  E  with  respect  to  Part  I  of  the  Form 
and  on  Schedule  F  with-  respect  to  Part  II  of  the  Form,  which  shall  be  attached 
to  the  Form.  If  the  space  provided  for  any  answer  on  the  Schedules  is  insuffi¬ 
cient,  the  answer  shall  be  completed  on  additional  copies  of  the  applicable 
Schedule  which  shall  also  be  attached  to  the  Form. 

7.  Individuals'  names,  except  for  executing  signatures,  shall  be  given  in 
full  wherever  required  (last  name,  first  name,  middle  name).  The  full  middle 
name  is  required.  Initials  are  not  acceptable  unless  the  individual  legally 
has  only  an  initial.  If  this  is  the  case,  so  indicate  after  the  initial. 


CAUTION:  WHEN  ANY  ITEM  ON  A  PAO!  IS  AMENDED,  IT  IS  NECESSARY  TO 
ANSWER  ALL  ITEMS  ON  THE  PAGE  BEING  AMENDED.  PAGES  WHICH  CONTAIN 
C8S0LETE  INFORMATION  ARE  RETIRED  TO  THE  COMMISSION'S  INACTIVE  FILES. 
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8.  Definitions.  Unless  the  context  othecvdse  requires: 

a.  All  terras  used  in  the  Form  have  the  s<»ne  meaning  as  in  the  Investment 
Advisers  Act  of  1940  and  the  rules  and  regulations  thereunder. 

b.  "Jurisdiction"  means  a  state,  a  territory,  the  District  of  Columbia, 
the  Commonwealth  of  Puerto  Rico,  or  any  subdivision  or  regulatory  body 
thereof. 

c.  "Applicant"  means  the  investment  adviser  or  person  vAiich  will  be  the 
investment  adviser  and  not  the  individual  completing  the  form  unless  they 
are  identical.  "Applicant"  includes  a  "Registrant." 

d.  "Self-Regulatory  Organization"  means  any  national  securities  exchange, 
national  securities  association,  or  clear ir^  agency,  registered  under  the 
Securities  Exchange  Act  of  1934. 

e.  "Client"  means  an  investment  advisory  client. 

9.  UNDER  SECTIONS  203(c),  204,  206,  AND  211(a)  OF  THE  INVESTMENT  ADVISERS  ACT  OF 
1940  AND  THE  RULES  AND  REGULATIONS  THEREUNDER,  THE  COMMISSION  IS  AUTHORIZED 

TO  SOLICIT  THE  INFORMATION  REQUIRED  BY  THIS  FORM  FROM  APPLICANTS  FOR  REGIS¬ 
TRATION  AS  INVESTMENT  ACVISERS.  THE  INFORMATION  SPECIFIED  BY  THIS  FORM  (OTHER 
THAN  SOCIAL  SECURITY  NUMBERS)  MUST  BE  PROVIDED  PRIOR  TO  THE  PROCESSING  OF  ANY 
APPLICATION.  DISCLOSURE  OF  SOCIAL  SECURITY  NUMBERS  IS  VOLUNTARY.  THE  INFOR¬ 
MATION  WILL  BE  USED  FOR  THE  PURPOSE  OF  DETERMINING  WHETHER  THE  COMMISSION 
SHOULD  GRANT  OR  DENY  REGISTRATION  TO  AN  APPLICANT  AND  OTHER  REGULATORY  PURPOSES. 
SOCIAL  SECURITY  NUMBERS  WILL  ASSIST  THE  COWISSION  IN  IDENTIFYING  APPLICANTS 
AND,  THEREFV)RE,  IN  PROMPTLY  PROCESSING  APPLICATIONS.  INFORMATION  SUPPLIED 
ON  THIS  FORM  WILL  BE  INCLUDED  IN  THE  PUBLIC  FILES  OF  THE  COMMISSION  AND 
WILL  BE  AVAILABLE  FOR  INSPECTION  BY  ANY  INTERESTED  PERSON.  A  FORM  WHICH 
IS  NOT  PREPARED  AND  EXECUTED  IN  COMPLIANCE  WITH  APPLICABLE  REQUIREMENTS 
MAY  BE  RETURNED  AS  NOT  ACCEPTABLE  FOR  FILING.  ACCEPTANCE  OF  THIS  FORM, 

HOWEVER,  SHALL  NOT  CONSTITUTE  ANY  FINDING  THAT  IT  HAS  BEEN  FILED  AS  REQUIRED 
OR  THAT  THE  INFORMATION  SUBMITTED  IS  TRUE,  CURREOT,  OR  COMPLETE.  INTENTIONAL 
MISSTATEMENTS  OR  OMISSIONS  OF  FACT  CONSTITUTE  FEDERAL  CRIMINAL  VIOLATIONS. 

(See  18  U.S.C.  1001  and  15  U.S.C.  80b-17.) 


SPECIAL  INSTRUCTIONS  FOR  FILING  FORM  ACV  AS  AN  APPLICATION 

lol  If  Form  ACV  is  being  filed  as  an  application  for  registration,  all 
applicable  items  must  be  answered  in  full.  If  any  "item"  is  not  applicable, 
indicate  by  "none"  or  "N/A"  as  appropriate.  Items  requiring  information 
relating  to  the  business  activities  of  applicant  should  be  answered  to 
disclose  what  such  activities  will  be  when  registration  beccnnes  effective. 

11.  If  any  non-resident  of  the  United  States  is  named  in  the  Form,  consult 
Rule  0-2  to  determine  whether  he  is  required  to  file  a  consent  to  service 
of  process  and  a  power  of  attorney.  Non-residents  of  the  Uiited  States 
should  also  consult  Rule  204-2(j)  under  tht^  Act  concerning  the  notice  or 
undertaking  relating  to  books  and  records  which  non-resident  investment 
edvisers  are  required  to  file  with  Form  AEV. 
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SPECIAL  INSTRUCTIONS  FOR  AMENDING  FORM  ADV 

TT.  Rule  204-1  (b)(1)  requires  that  if  the  infonnation  contained  in  response 
to  questions  2,  4,  6,  10,  12(a),  12(b),  and  14  of  Part  I  of  any  application 
for  registration  as  an  investinent  adviser,  or  in  any  amendment  thereto,  becomes 
inaccurate  for  any  reason,  or  if  the  information  contained  in  response  to 
questions  5,  7,  8,  9,  and  11  of  Part  I,  or  any  question  in  Part  II  (except 
question  13),  of  any  application  for  registration  as  an  investment  adviser, 
becomes  inaccurate  in  a  material  manner,  the  investment  adviser  shall  pranptly 
file  an  amendment  on  Form  AEV  correcting  such  information.  In  addition,  if  the 
information  contained  in  response  to  questions  5,  7,  8,  9,  and  11  of  Part  I  or 
any  question  in  Part  II,  (except  question  13),  of  any  application  for  registration 
as  an  investment  adviser,  or  in  any  amendment  thereto,  becomes  inaccurate  but 
not  in  a  material  manner,  or  the  information  contained  in  response  to  questions 
12(c),  13,  15,  and  16  of  Part  I  of  any  application  for  registration,  becomes 
inaccurate  for  any  reason,  the  investment  adviser  shall  file  an  amendment  on  Form 
ADV  correcting  such  information  no  later  than  90  days  after  the  end  of  applicant's 
fiscal  year.  In  addition,  a  balance  sheet,  as  required  by  question  17  of  Part 
I  or  question  13  of  Part  II,  shall  be  filed  no  later  than  90  days  after  the  end 
of  applicant's  fiscal  year. 

If  the  information  contained  in  response  to  question  3  of  Part  I  beccxnes 
inaccurate,  the  investment  adviser  shall  file  an  amendtment  on  Form  ADV  correcting 
such  information  no  later  than  90  days  after  the  end  of  applicant's  fiscal  year. 
However,  if  the  investment  adviser's  license  has  been  withdrawn  or  involuntarily 
terminated,  the  investment  cK^viser  shall  prcxnptly  file  an  amendment. 

13.  When  an  amendment  is  necessary,  only  the  pages  being  amended,  the 
execution  page  and  page  1  of  Part  I  need  be  filed,  although  these  must 
be  completed  in  full.  Three  copies  of  each  of  such  pages  should  be  filed. 


INBTRLfCTIONS  AS  TO  SPECIFIC  ITEMS  ON  FORM  ADV 

/ 

14T  Ittan  2(a)  -  Include  a  street  address;  post  office  box  numbers  alone 
are  not  acceptable. 

15.  Execution  -  The  execution  must  include  an  original  manual  signature. 

Mechanical  reproductions  of  signatures  are  not  acceptable. 

16.  Item  8(b)  -  If  a  registered  partnership  is  dissolved  and  a  new  one  is 
created  to  continue  the  business  of  the  old  one,  the  new  partnership  must 
file  a  new  or  successor  application  as  an  investment  adviser. 

17.  Item  10  -  Check  answers  to  Items  2(a),  8,  and  9  of  Part  I,  and  the  related 
Schedules,  for  the  names  of  all  persons  v^o  are  covered  by  any  of  the  sub¬ 
sections  of  Item  10  of  Part  I.  Similarly,  any  persons  who  directly  or  indirectly 
control  or  are  controlled  by  the  applicant,  including  any  employee,  are  covered 
by  Item  10  of  Part  X.  For  each  affirmative  answer,  list  each  pjerson  involved  on  a 
separate  Schedule  D  and  explain  these  incidents,  including,  for  example,  the  p)arties 
involved,  time  and  place,  subject  matter,  and  the  outcone  of  the  proceedings. 
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INSTRUCTIONS  RELATING  TO  SCHEDULES 

181  Schedule  A  -  Schedule  A  is  for  corporations . 

NOTE;  If  applicant  is  owned  directly,  or  indirectly  through  one  or  more 
intermediaries,  by  a  corporation,  then  such  corporation's  share¬ 
holders  should  be  considered  in  determining  who  must  be  listed  on 
Schedule  A. 

19.  Schedule  B  -  Schedule  B  is  for  partnerships. 

20.  Schedule  C  -  Schedule  C  is  to  be  completed  only  by  organizations  or 

associations  which  are  not  sole  proprietorships, -partnerships,  or  corporations. 

21.  Schedule  D  -  Schedule  D  is  to  be  filed  for  the  following  classes  of  persons; 

(a)  Each  natural  person  named  in  Itans  2(a),  8,  or  9  or  any  Schedule 

thereunder,  except  that  Schedule  D  need  not  be  furnished  for  any 
person  meets  both  the  following  conditions;  (1)  he  owns  less 
than  10%  of  any  class  of  equity  security  of  the  applicant,  and 
(2)  he  is  not  an  officer,  director  or  person  with  similar  status 
or  functions . 

(b)  Each  person  subject  to  any  action  reported  under  Item  10;  and 

(c) (1)  Each  member  of  applicant's  investment  committee  or  similar 

group,  if  any,  which  determines  or  approves  what  investment 
advice  shall  generally  be  rendered  by  applicant  to  any  client, 
or  to  which  clients  such  investment  advice  shall  be  rendered. 

(2)  In  the  absence  of  an  investment  conmittee  or  similar  group, 
each  person  associated  with  applicant  who  determines  or 
approves  what  investment  advice  shall  be  rendered  by  applicant 
to  any  client,  or  to  v^ich  clients  such  investment  advice 
shall  be  rendered  (if  more  than  five  such  persons,  it  is 
necessary  to  complete  a  separate  Schedule  D  only  for  those 
persons  having  supervisory  responsibility  over  those  persons 
described  in  this  paragra^^) . 

22.  Schedule  E  -  Schedule  E  may  be  used  (1)  vrtiere  the  space  provided  for 
any  answer  in  Part  I  on  the  form  is  insufficient,  or  (2)  in  response  to  each 
item  in  Part  I  of  the  form  v^ich  requires  the  sutmission  of  Schedule  E. 

Schedule  E  should  not  be  used  when  the  space  on  any  other  Schedule 

is  insufficient.  In  that  case  use  additional  copies  of  the  applicable 
Schedule. 

23.  Schedule  F  -  Schedule  F  may  be  used  (1)  where  the  space  provided  for  any 
answer  on  Part  II  of  the  Form  is  insufficient,  or  (2)  in  response  to  each 
item  in  Part  II  of  the  Form  v^ich  requires  the  submission  of  Schedule  F. 

Schedule  F  should  not.be  used  v^en  the  space- on  any  other  Schedule  is 
insufficient.  In  that  case  use  additional  copies  of  the  applicable  Schedule. 

24.  Schedule  G  -  Schedule  G  is  for  the  balance  sheet  required  by  Item 
.17  of  Part  I  and  Item  13  of  Part  II. 
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FORM  AIV  APPLICATION  FCR  REGISTRATION  AS  AN  INVESTMENT  _ 

Part  I  ADVISER  OR  TO  AMEND  SUCH  AN  APPLICATION  UNDER 

THE  INVESTMENT  AEVISERS  ACT  OF  1940  ‘  SEC  USE _ 

Page  1  FILE  No. 

Securities  and  EStchange  Comnission ,  Washington,  D.C.  20549  801- _ 

DOC.  SEQ.  NO. 
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GENERAL:  Head  all  instructions  before  preparing  the  form.  Please  print  or  type  all 
responses.  If  this  form  is  filed  as  an  amendment,  a  completed  and  signed  execution 
page.  Page  1  of  Part  I  (this  page)  and  those  pages  containing  items  which  are  being 
amended  or  which  have  changed  since  the  previous  filing  must  be  filed.  Such  pages 
should  be  completed  in  full.  Submit  check  for  $150  if  this  is  an  application  for 

registration.  Rett^n  in  triplicate _ _ _ 

1.  (a)  If  this  is  an  APPLICATICTJ  for  registration,  check  here,  and  complete 

all  items  in  full.  _ 

(b)  If  this  is  an  AMENDMENT  to  an  application,  check  here,  _  and  specify 

below  all  parts  which  are  amended.  _ 

It6m(s)  _ ^  of  Part  I  of  Form  AEV  Schedule  A _ ^hedule  B _ 

Itan(s)  ______________  of  Part  II  of  Form  ADV 

Schedule  C _ Schedule  D _ 

Schedule  E _ Schedule  F _ %hedule  G _ 

Y.  (a)  Exact  name,  principal  business  address,  mailing  address,  if  different,  and 
telephone  nimber  of  afpl leant: 

Full  name  of  applicant  (If  sole  proprietor,  state  last,  IRS  Empl.  Ident. 

first,  and  middle  name):  No. 


Name  under  which  business  is  conducted,  if  different: 


If  name  of  business  is  hereby  amended,  state  previous  name: 

Address  of  principal  place  of  business:  (Do  not  use  P.O.  Box  Number) 

(NUMBER  AND  ^^CT)  (CITY)  (STATE)  (ZIP  CODE) 

Mailing  Address,  if  different:  I 


Ttelepbone  Nunnber : 


(AREA  CODE)  _ (TELEPHONE  NUMBER)  _ 

Address  of  each  location  of  the  books  and  records  applicant  is  required  to 
maintain,  pursuant  to  Section  204  of  the  Investment  Advisers  Act  of  1940 
and  the  rules  thereunder,  if  different  from  address  of  principal  place 
of  business: 
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Page  2 _ ________ 

2.(b)  Persons  to  contact  for  further  information  concerning  this  Form: 

Name: _ Title: _ _ 

Mailing  Address: _ ^lej^ne  No.: _ 


2.(c) 


Applicant  consents  that  notice  of  any 
proceeding  before  the  Commission  in 
cormection  with  its  application  for 
or  registration  as  an  investment 
adviser  may  be  given  by  sending  notice 
by  registered  or  certified  mail  or 
confirmed  telegram  to  the  person  named 
at  the  address  given. 


(Last  name)  (First  name)  (Middle  name) 


(No.  and  Street) 

(City) 

(State)  (ZIP  Code) 

2.(d)  Does  applicant  have  offices  other  than  that  mentioned  in  item  2(a)? 

(If  "yes,"  state  their  addresses  and  telephone  nunbers  on  Schedule  E.) 

YES  NO 


2. (e)  Applicant's  fiscal  year  ends:  _  _ 

day  month 

3.  (a)  ^^licant  is  filing  or  has  filed  its  application  for  registration  or  license,  or. 

membership  as  an  investment  adviser  with  the  following:  (Place  a  code  after  each 
ai^licable  jurisdiction  in  accordance  with  the  following:  If  currently  applying, 
insert  number  "1,"  if  application  is  pending,  insert  nuid^er  "2,"  if  already 
registered,  licensed,  or  a  menber,  insert  number  "3.") 

3.(b)  If  any  license,  registration,  or  membership  listed  below  is  of  a  restricted 
nature  or  has  been  suspended  or  involimtarily  terminated,  or  withdrawn 
or  voluntarily  terminated,  explain  on  Schedule  E. 


AL__ 

AK_ 

_  AZ _ 

AR_ 

-  CA_ 

C0__ 

CT__ 

- 

-  00— 

-  FL__ 

GA___ 

HI_— 

ID_ 

IL__ 

IN__ 

IA_ 

KS _ 

Ky__ 

- 

ME_ 

_  MD _ 

MA _ 

MI__ 

_  MN— 

_ 

MT_ 

NE _ 

NV _ 

NH _ 

NJ _ 

NM _ 

NY___ 

NC__ 

_  ND _ 

0H__ 

-  0*1- 

0R__ 

PA__ 

- 

_  SD___ 

TN__ 

TX___ 

UT__ 

VT__ 

VA__ 

WA _ 

W 

WI 

WY 

PR 

OTHER 

(Specify) 


4.  Applicant  is  a: 

_ Corporation  Partnership  Sole  Proprietorship 


Other  (specify): 
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5.  If  applicant  is  a  corporation: 

(a)  Date  and  place  of  incorporation: 

Date : _  State : _ 

( Month-Day- Year ) 

(b)  List  below  each  class  of  equity  security: 

Class  Voting 


I 

7885 

Official  use 


Non-Voting 


.  If  applicant  is  a  sole  proprietor,  state  current  legal  residence  address  and 
social  security  nunber. 

Social  Security  No. : 


(Number  and  Street)  (City)  (State)  (ZIP  Code) 

. (a)  Is  applicant  filing  this  application  as  a  successor  is  YES  NO 

taking  over  all  or  substantially  all  of  the  assets  and  _  _ 

liabilities  and  continuing  the  business  of  a  registered 
investment  adviser?  If  "yes,"  state: 

(1)  Date  of  Succession:  _ 

(2)  Full  name,  IRS  Ehipl.  Went.  No.  and  SEC  File  No.  of  predecessor : 

Name:  _ 

IRS  Ehipl.  Went.  No.:  _ 

SEC  File  Number:  _ 

(b)  Has  af^licant,  during  the  previous  ten  years,  merged  with  or  acquired  another 
registered  investment  adviser?  (If  "yes,"  explain  on  Schedule  E.) 

YES  NO 


.  (a)  If  applicant  is  a  corporation,  complete  Schedule  A. 

(b)  If  applicant  is  a  partnership,  complete  Schedule  B. 

(c)  If  applicant  is  other  than  a  sole  proprietorship,  partnership,  or  corporation, 
complete  Schedule  C. 
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9. (a)  Does  any  person  not  named  in  Items  2(a)  and  8,  or  any  Schedule 

thereunder,  directly  or  indirectly  through  agreement  or  otherwise,  YES  NO 

exercise  or  have  the  power  to  exercise  a  controlling  influence  _  _ 

over  the  mar.ageroent  or  policies  of  applicant? . 

(If  "yes,"  state  on  Schedule  E  the  exact  nane  of  each  person  (if 
individual,  state  last,  first,  and  middle  names)  and  describe  the 
agreement  or  other  basis  tiirough  which  such  person  exercises  or 
has  the  power  to  exercise  a  controllix>g  influence.) 

(b)  Is  the  business  of  aj^licant  wholly  or  partially  financed,  directly 
or  indirectly,  by  any  person  not  named  in  itans  2(a)  and  8,  or  any 
Schedule  thereunder,  in  any  manner  other  than  by:  (1)  a  public 
offering  of  s^urities  made  pursuant  to  the  Securities  Act  of  1933; 

(2)  credit  extended  in  the  ordinary  course  of  business  by  suppliers, 

banks  and  others;  or  a  satisfactory  subordination  agreement,  as  YES  NO 

defined  in  Rule  i5c3-l  under  the  Securities  Exchange  Act  of  1934  _  _ 

(17  CFR  240.15C3-1)? . 

(If  "yes,"  state  on  Schedule  E  the  exact  name  (last,  first,  middle) 
of  each  person  and  describe  the  agreement  or  arrangement  through 
which  such  financing  is  made  available,  including  the  amount  thereof.) 


10.  State  whether  the  /^licaht,  any  person  naiw^d  in  Items  2(a),  8  or  9,  or  any 
Schedule  thereunder,  or  any  other  person  directly  or  indirectly  controlling, 
or  controlled  by  applicant,  including  any  esnployee  of  a^^l leant: 


>3=5 


(a)  Has  been  found  by  the  Securities  and  Exchange  Commission  or  any  juris¬ 
diction  to  have  willfully  made  or  caused  to  be  made  in  any  application 
for  registration  or  report  required  to  be  filed  with  the  Commission 
under  the  Investment  Advisers  Ast  of  1940  or  in  any  proceeding  before 
the  Commission  with  respect  to  registration,  any  statement  which  was 
at  the  time  and  in  the  light  of  the  circumstances  under  which  it  was 
made  false  or  misleading  with  respect  to  any  material  fact,  or  to  have 
omitted  to  state  in  any  such  application  or  report  any  material  fact  YES  NO 
vihich  is  required  to  be  stated  therein.  _  _ 


C  «  ^ 


(b)  Has  been  convicted  of  or  has  pleaded  nolo  contendere  to,  within  10 
years  preceding  the  filing  of  any  application  for  registration  or 
at  any  time  thereafter,  any  felony  or  misdemeanor: 


^8 
^  >• 
at 

(i) 

‘(ft 

li 

o 

(ii) 

55 
“5  V. 

fl  IT. 

(iii) 

js 

r*  W 
—  C 

'  ^  Z. 

cf  E 

(iv) 

C  ^ 
V  -  >• " 

E  7  =  5 


involving  the  purchase  or  sale  of  any  security,  the  taking  of  a  false 
oath,  the  making  of  a  false  report,  bribery,  perjury,  burglary,  or  YES  NO 
conspiracy  to  conrait  any  such  offense;  _ 

arising  out  of  the  conduct  of  the  business  of  a  broker,  dealer, 
municipal  securities  dealer,  investment  adviser,  bank,  insurance  YES  NO 
COTipany,  or  fiduciary;  _ 

involving  the  larceny,  theft,  robbery,  extortion,  forgery,  counter¬ 
feiting,  fraudulent  concealment,  embezzlement,  fraudulent  conversion,  YES  NO 
or  misappropriation  of  funds  or  securities;  or  _ 

involving  the  violation  of  Section  152,  1341,  1342  or  1343  or  Chapter 
25  or  47  of  Title  18,  United  States  Code  (concealment  of  assets,  false 
oaths  and  claims,  or  bribery,  in  any  bankruptcy  proceeding;  mail  fraud, 
fraud  by  wire,  including  telephone,  telegra^,  radio  or  television; 
counterfeiting,  forgery,  fraud,  false  statements).  YES  NO 


S  ^  4  - 
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(c)  Is  permanently  or  temporarily  enjoined  by  order,  judgment,  or  decree 
of  any  court  of  competent  jurisdiction  from  acting  as  an  investment 
adviser,  underwriter,  broker,  dealer,  or  municipal  securities  dealer, 
or  as  an  affiliated  person  or  employee  of  any  investment  company,  bank, 
or  insurance  company,  or  fremt  engaging  in  or  continuing  any  conduct 
or  practice  in  connection  with  any  such  activity,  or  in  connection  with 
the  purchase  or  sale  of  any  security  or  arising  out  of  any  securities  or 
investment  advisory  activity.  YES  NO 


(d)  Has  been  found  by  the  Securities  and  Exchange  Conmission  or  any  other 
jurisdiction  to  have  willfully  violated  or  willfully  aided,  abetted, 
counseled,  conmanded,  induced,  or  procured  the  violation  by  any  other 
person  of  cmy  provision  of  the  Securities  Act  of  1933,  the  Securities 
Exchange  Pet  of  1934,  the  Investment  Company  Act  of  1940,  the  Investment 
Advisers  Act  of  1940,  the  rules  or  regulations  under  any  of  such 
statutes,  or  the  rules  of  the  Municipal  Securities  Rulemaking  Board, 
or  to  have  failed  reasonably  to  supervise,  with  a  view  to  preventing 
violations  of  the  provisions  of  surh  statutes,  rules,  and  regulations, 
another  person  vitio  commits  such  a  violation,  if  such  other  person  is 
subject  to  his  supervision,  or  to  have  been  unable  to  comply  with  any  of 
tlie  foregoing  provisions. 

YES  NO 


(e)  Is  subject  to  an  order  of  the  Securities  and  Exchange  Conmission  entered 
pursuant  to  Section  203(f)  of  the  Investment  Advisers  Act  of  1940  barring 
or  suspending  the  right  of  such  person  to  be  associated  with  an  investment 
adviser  which  order  is  in  effect  with  respect  to  such  person. 

YES  NO 


(f)  Has  been  denied  membership  or  registration  with,  or  participation  in, 
or  has  been  suspended,  revoked  or  expelled  from  membership,  partici¬ 
pation  in  or  registration  with  any  self-regulatory  organization 
registered  under  the  Securities  Exchange  Act  of  1934. 

YES  NO 


(g)  Has  been  denied  registration  (license)  with,  or  suspended,  revoked 

or  expelled  from  registration  (license)  with  the  Securities  and  Exchange 
Commi^ion  or  any  jurisdiction  (or  any  agency  thereof)  as  a  broker, 
dealer,  investment  adviser,  securities  salesman,  or  municipal  securities 
dealer,  or  has  been  barred  from  being  associated  with  a  person  engaged 
in  such  business. 

YES  NO 


(h)  Has  been  found  to  have  been  a  cause  of  (1)  the  denial,  suspension, 

or  revocation  of  any  person's  (a)  registration  with  the  Securities  and 
Exchange  Conmission  or  any  jurisdiction  (or  any  agency  thereof) ,  or 
(b)  membership  or  participation  in  any  self-regulatory  organization 
registered  under  the  Securities  Exchange  Act  of  1934;  or  (2)  any 
person's  expulsion  from  such  self-regulatory  organization.  * 

YES  NO 
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14.  Is  applicant  a  defendant  in  any  material  civil  litigation  relating  to  its 
business  as  an  investment  adviser? 

YES  WO 

(If  "yes,"  explain  on  Schedule  E)  .  i  .  :  ■  -  ^  _  _ 

15. (1')  ^posite  each  of  the  following  types  of  clients  for  which  the  applicant 

generally  provides  discretionary  account  managenent  place  a  numeral 
indicating  its  rank  (largest  =  1)  according  to  the  approximate  dollar 
amount  under  management  in  each  category  as  of  the  end  of  applicant's 
last  fiscal  year.  Qnit  any  category  where  the  dollar  amount  under  managanent 
is  less  than  (a)  10%  of  the  amount  stated  in  response  to  item  (ii)(b) 
or  (b)  $50,000,  whichever  is  lesser. 


a)  Individuals . . 

b)  Registered  Investment  Companies . . 

c)  Pension  and  profit-sharing  plans . . 

d)  '  Banks . . 

e)  Charitable  institutions . . 

f)  Educational  institutions . . 

g)  Trust  accounts . . 

h )  corporations . . 

i)  Insurance  companies . . . . 

j)  Other  (explain  on  Schedule  E)... . . 

(If  the  applicant  imposes  any  limitations  on  the  types  of  clients 

it  will  accept,  explain  on  Schedule  E.) 

(ii)(a)  Total  nunber  of  accounts  under  discretionary  manag^nent 

as  of  the  end  of  the  last  fiscal  year.  _ 

(b)  Approximate  aggregate  market  value  of  such  accoixits 

as  of  the  end  of  the  last  fiscal  year.  _ 

(iii)  Approximate  number  of  accounts  under  discretionary  management  in  the 
following  siae  categories  as  of  the  end  of  the  last  fiscal  year: 


a) 

Less  than  $10,000 

b) 

$10,000  - 

$50,000 

c) 

$50,000  - 

$200,000 

d) 

$200,000  - 

$500,000 

e) 

$500,000  - 

$1,000,000 

f)  More  than  $1,000,000 


/ 
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16. ( i)  C^posite  each  of  the  following  types  ot  clients  for  iihich  the  applicant 
generally  provides  account  management  or  supervision  on  other  than  a 
discretionary  basis  place  a  nimeral  indicating  its  rank  (largest  =  1) 
according  to  the  approximate  dollar  amount  under  management  in  each 
category  as  of  the  end  of  the  applicant's  last  fiscal  year,  emit  any 
category  where  the  dollar  amount  under  management  is  less  than  (a)  10% 
of  the  atoount  stated  in  response  to  item  (ii)(b)  or  (b)  $50r000, 
whichever  is  lesser. 


a)  Individuals . ' . _________ 

b)  Registered  Investment  Companies . . . . 

c)  Pension  and  profit-sharing  plans . ________ 

d)  Banks . . . . 

e)  Charitable  institutions . . 

f)  Educational  institutions . . 

'g)  Trust  accounts . ________ 

h)  Corporations . . 

i)  Insurance  companies . . 

j)  Other  (explain  on  Schedule  E) . . 

(If  the  applicant  imposes  any  limitations  on  the  types  of  clients 
it  will  accept,  explain  on  Schedule  E.) 

(ii)(a)  Total  nimber  of  accounts  under  managanent  or  si^rvision  on 

other  than  a  discretionary  basis  as  of  the  last  fiscal  year.  _ 


(b)  ^jproximate  market  value  of  such  accounts  as  of  end  of  the 
last  fiscal  year. 


(iii)  Approximate  nusber  of  such  accounts  in  the  following  size  categories 
as  of  the  end  of  the  last  fiscal  year: 


a) 

b) 

c) 

d) 

e) 

f) 


Less  than  $10,000 
$10,000  -  $50,000 

$50,000  -  $200,000 

$200,000  -  $500,000 
$500,000  $1,000,000 

More  than  $1,000,000 


17.  Every  applicant  not  subject  to  the  requirement  of  Part  II  -  Item  13  shall 

provide  on  Schedule  G  a  bedance  sheet  as  of  the  end  of  applicant's  most  recent 
fiscal  year.  The  bedance  sheet  need  not  be  audited  by  an  independent  public 
accountant.  The  bedance  sheet  shall  be  prepared  in  accordance  with  generally 
accepted  accounting  principles  and  shall  show  assets  and  liabilities  related  to 
the  advisory  business  separately  from  other  business  and  personal  assets  and 
liabilities.  The  statement  shall  be  accompanied  by  a  note  stating  the 
accounting  principles  and  practices  followed  in  its  preparation;  the  basis 
at  which  securities  are  included  and  other  notes  as  may  be  necessary  for 
an  understanding  of  the  statement.  If  securities  are  included  at  cost, 
their  market  or  fair  value  shall  be  shown  parenthetically. 
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FORM  AEV  ^ 

Part  II 
Page  I 

Name  of  Investment  Ildviser: 


Address: 


(Nunber  and  Street) 


(City)  (State) 


(Zip  Code) 
Telephone  Ninnber: 


(Area  Code)  (Number) 

Part  II  of  Ebrra  AEV,  the  application  for  registration  as  an  investment 
adviser  under  the  Investment  Advisers  Act  of  1940,  contains  information 
relating  to  the  investment  adviser  and  the  nature  of  his  business.  Itens 
1  through  4  relate  to  general  information  akout  the  adviser's  basic  operations 
including  the  types  of  services  offered  and  the  fees  charged,  the  types 
of  clients  advised,  the  types  of  investments  generally  recoimended ,  the 
methods  of  analysis,  the  types  of  investment  strategies  t^nployed,  and 
the  sources  of  information  used  by  the  adviser  in  formulating  recommendations. 

Items  5  and  6  provide  information  concerning  any  educational  and  business 
standards  applicable  to  persons  associated  with  the  adviser  and  the  actual 
educational  and  business  backgrounds  of  certain  persons  associated  with 
the  adviser.  Items  7  through  9  contain  information  about  other  business 
activities  of  the  adviser,  other  activities  or  affiliations  of  the  adviser 
in  the  securities  industry,  and  his  participation  in  connection  with  securities 
transactions  of  clients.  Items  10  through  12  provide  additional  information 
for  clients  v^se  accounts  are  managed  by  the  adviser  including  conditions 
for  managing  investment  advisory  accounts,  the  nature  of  the  adviser's 
discretionary  authority,  if  any,  with  respect  to  clients'  accomts,  and  the 
process  of  reviewing  investment  advisory  accounts.  It^  11  also  contains  information 
about  brokerage  placenent  practices  of  the  adviser.  Item  13  contains,  for  certain 
advisers,  a  certified  beilance  sheet. 

TOE  INPOPMATION  REGARDING  THE  INVESTMENT  AIVISER  CONTAINED  IN  PART  II 
OF  FORM  ADV  HAS  NOT  BEEN  PASSED  UPON  OR  APPROVED 'EY  THE  SECURITIES  AND 
EXCHANGE  COMMISSION  NOR  HAS  THE  COMMISSION  PASSED  UPON  OR  APPROVED  THE 
QUALIFICATIONS  OR  BUSINESS  PRACTICES  OF  THE  INVESTMENT  ADVISElR  DESCRIBED 
IN  PART  II. 
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FORM  AEV 
Part  II 


Page  2 

YES  NO 


b)  Manage  investment  advisory  accounts  under  circumstances  not 
involving  investment  supervisory  services? 

c)  Furnish  investment  advice  through  consultations  (not  as  part  of 
(a)  or  (b)  above)? 

d)  Issue  periodic  publications  relating  to  securities  on  a 
subscription  basis? 

e)  Prepare  or  issue  special  reports  or  analyses  relating  to 
securities,  not  included  in  any  service  described  above? 

f)  Prepare  or  issue,  not  as  part  of  any  service  described  above, 
any  charts,  grapte,  formulas,  or  other  devices  which  clients  may 
use  to  evaluate  securities? 

g)  Furnish  advice  to  clients  on  any  matters  not  involving  securities 
on  other  than  an  incidental  basis? 

h)  Furnish  investment  advice  in  any  manner  not  described  above? 


1.  Advisory  Services  and  Ftees.  Does  applicant: 

a)  Furnish  "investment  supervisory  services,"  defined  as  the  giving 
of  continuous  advice  to  clients  as  to  the  investment  of  funds  on 
the  basis  of  individual  needs  of  each  client;  e.g.,  the  nature 
and  amount  of  other  assets,  investments  and  insurance,  and  the 
nature  and  extent  of  the  personal  and  family  obligations  of  each 
client  (distinguished  from  continuous  advice  of  any  nature  which 
is  not  based  on  consideration  of  such  relevant  individual  factors) 


In  each  case  in  which  the  answer  to  the  preceding  paragraphs  is  "yes,"  the 
applicant  shall  explain  on  Schedule  F,  including  the  basis  or  bases  of  compensation, 
e.g.,  a  percentage  of  the  assets  under  management,  hourly  charges,  a  fixed  fee 
or  an  annual  subscription  fee  in  the  case  of  a  periodic  publication,  for  the 
services  which  the  investment  adviser  provides  and  the  amounts  charged,  e.g., 

1%  per  annum,  (a^licant's  basic  fee  schedule  and  an  indication  that  its  fees 
are  negotiable,  if  such  is  the  case,  would  be  an  acceptable  answer  to  this  question) 
and  vAien  such  compensation  is  payable.  If  such  compensation  is  payable  prior 
to  the  rendering  of  the  services  relating  thereto,  the  applicant  should  explain 
to  what  extent  and  under  what  conditions  such  compensation  is  refundable. 

In  addition,  those  applicants  who  answered  "yes"  to  qxjestions  (d)  and  (e) 
above  should  include  the  name  of  each  publication  or  analysis  issu^  on  a 
regular  basis  and  a  general  description  of  any  special  reports  or  analyses  to 
be  issued  on  an  irregular  basis. 
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EXDRM  AEW 
Part  II 
Page  3 

The  applicant  should  set  forth  the  procedures  and  conditions,  if  any,  pursuant 
to  which  the  applicant  or  any  client  may  terminate  an  investment  advisory  contract 
prior  to  the  termination  date  set  forth  in  the  contract. 

2.  Types  of  Clients.  List  the  type  or  types  of  clients  for  which  the  investment 
adviser  generally  provides  investment  advice,  including  but  not  limited  to, 
individuals  or  specified  classes  of  individuals,  banks,  investment  companies 
and  pension  and  profit-sharing  plans. 

3.  Types  of  Securities.  Oieck  the  types  of  securities  concerning  which  the 
applicant  generally  provides  investment  advice: 

a)  EJquity  securities  _  _ 

1)  exchange  listed  securities  _  _ 

2)  securities  traded  over-the-counter  _  _ 

b)  Corporate  debt  securities  -  "  _ 

c)  Warrants  _  _ 

d)  Commercial  paper  _  _ 

e)  Bank  certificates  of  deposit  _  _ 

f)  Municipal  securities  _  _ 

g)  Investment  company  securities  _  _ 

1)  variable  life  insurance  _  _ 

2)  variable  annuities  _  _ 

3)  mutual  fund  shares  _  _ 

h)  Ikiited  States  government  securities  _  _ 

i)  Options  contracts  on  _  _ 

1)  securities  _  _ 

2)  conmodities  _  _ 

j)  Interests  in  partnerships  investing  in  _  _ 

1)  real  estate  _  _ 

2)  oil  and  gas  interests  _  _ 

3)  other  (explain  on  Schedule  F)  _  _ 

k)  Other  (explain  on  Schedule  F)  -  _  _ 


4.  Methods  of  Analysis,  Sources  of  Information,  and  Investment  Strategies. 

a)  Relate  in  a  narrative  fashion  the  applicant's  method  or  methods  of  security 
analysis,  e.g.,  fundamental  analysis,  technical  analysis,  cyclical  analysis 
or  charting. 
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Part;  II 
Page  4 

b)  Relate  in  a  narrative  fashion  the  principal  sources  of  information  applicant 
uses,  e.g.r  financial  newspapers  and  magazines,  company  prepared  information 
(i.e.,  annual  reports,  prospectuses,  filings  with  the  Commission,  press 
releases),  inspecticns  of  corporate  activities,  research  materials  prepared 
by  others,  or  corporate  rating  services. 

c)  Relate  in  a  narrative  fashion  the  types  of  investment  strategies  generally 
recommended  or  used  to  implement  any  investment  advice  rendered  to  clients, 
e.g.,  long  term  purchases  (securities  will  be  held  at  least  one  year  except 
in  unusual  circumstances),  short  term  purchases  (securities  will  generally 
be  sold  within  one  year  after  purchase),  trading  (securities  will  generally 
be  sold  within  30  days  after  purchase),  short  sales,  margin  transactions, 

or  option  writing.  Including  covered  options,  uncovered  options,  arid  spreading 
strategies. 

5*  iRdi ica t i qn^and  B»o Iness  S tarvl^ds .  fire  there  any  general  standards  of  education 
^iTbuslness  bac%Tourid  v^iiHrappl leant  requires  of  persons  associated  with 
applicant  (other  than  persons  \!^iose  functionis  are  solely  clerical  or  ministerial) 
v^KJse  functions  or  duties  relate  to  providing  investment  advice  to  clients? 

YES  )I0 


If  "yes,"  set  forth  below  a  brief  description  of  such  standards. 

6.  Education  end  Business  Backgrotjnd. 

a)  Applicant  shall  set  forth  the  name,  age,  formal  education  after  high 
school,  and,  for  the  preceding  five  years,  the  business  background 
of  each  member  of  the  investment  adviser's  investment  committee  or 
similar  group,  if  any,  which  determines  or  approves  what  investment 
advice  shall  general lly  be  rendered  by  the  investment  adviser  to  any 
client  or  to  vrfiich  client  such  invesbtient  advice  shall  be  rendered. 

b)  If  applicant  does  not  have  an  investment  committee  or  similar  committee, 
applicant  shall  set  forth  the  name,  age,  formal  education  after  high 
school,  and,  for  the  preceding  five  years,  the  business  background  of 
each  person  associated  with  the  investment  adviser  who  determines  or 
approves  v^at  investment  advice  shall  be  rendered  by  the  investment 
adviser  (if  more  than  five  such  persons,  it  shall  be  sufficient  to  limit 
this  information  to  persons  having  supervisory  responsibility  over  those 
persons  described  in  this  paragraph) . 

7.  Other  Business  Activities. 


a) 


Is  applicant  engaged  in  any  business  or  profession  other  than  acting  as 
an  investment  adviser? 

YES  NO 
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b) 


Does  applicant  offer  or  sell  any  type  of  product,  other  than  securities, 
to  clients? 

YES  NO 


(If  the  answer  to  item  (a)  or  (b)  is  "yes,"  describe  briefly  on  Schedule 
F  such  other  activities.) 

c)  Is  the  principal  business  of  applicant  that  of  an  investment  adviser? 


YES  NO 

8.  OtJier  Securities  Industry  Activities  or  Affiliations. 

a)  Is  applicant  registered  (or  does  applicant  have  an  application  for 
registration  pending)  as  broker  or  dealer? 

YES  W 

b)  Is  applicant  affiliated  with  any  broker,  dealer,  investment  company  or 
another  investment  ^viser? 

YES  NO 


(If  "yes,"  state  the  nature  of  such  affiliation  and  the  business  relationship, 
if  any,  between  such  entity  and  applicant  on  Schedule  F. ) 

NOTE;  Pursuant  to  Section  202(a) (12)  of  the  Act  [15  U.S.C.  80b-2(a) (12)1 ,  the 
term  "affiliated  person"  has  the  same  meaning  as  in  Section  2(a)(3)  of 
the  Investment  Conpany  Act  of  1940  [15  U.S.C.  80a-2(a) (3) 1 ,  which,  as 
relevant,  means 

"(A)  any  person  directly  or  indirectly  owning,  controlling,  or 
holding  with  power  to  vote,  5  per  centum  or  more  of  the  outstanding 
voting  securities  of  such  other  person;  (B)  any  person  5  per  centum 
or  more  wliose  outstanding  voting  securities  are  directly  or  indirectly 
owned,  controlled,  or  held  with  power  to  vote,  by  such  other  pjerson; 

(C)  any  person  directly  or  indirectly  controlling,  controlled  by,  or 
under  common  control  with,  such  other  person;  (D)  any  officer,  director, 
p>artner,  co-p)artner,  or  employee  of  such  other  pserson  .  .  .  ." 
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9.  Participation  or  Interest  in  Securities  Transactions.  Does  af^licant: 


(a) 


As  principal y-  sell  securities  to  or  buy  securities  from  any  ( investjnent 
advisory)  client? 

YES  NO 


(b) 


Effect  securities  transactions  for  compensation  as  broker  or  agent  for 
any  (investment  advisory)  client? 

YES  NO 


(c)  As  broker  or  agent  for  any  person  other  than  a  (investiasnt  advisory) 
client,  sell  securities  to  or  buy  securities  from  clients? 

YES 


(d)  Recanmend  to  (investment  advisory)  clients  or  prospective  clients,  the 
purchase  or  sale  of  securities  in  which  the  applicant,  .directly  or 
indire<rtly,  has  a  position  or  interest? 

YES  NO 


If  the  answer  to  any  of  the  foregoing  questions  of  item  9  is  "yes,"  describe 
on  Schedule  F  the  circumstances  in  vrfiich  the  investment  adviser  engages  in  such 
transactions  and  any  internal  procedures  the  investment  adviser  has  concerning 
conflicts  of  interest  in  such  transactions. 

(e)  Impose  any  restrictions  upon  itself  or  any  person  associated  with  it 
in  connection  with  the  purchase  or  sale,  directly  or  indirectly, 
for  its  or  their  account  of  securities  reconmended  to  clients?  (If 
the  answer  to  this  paragraf*  is  "yes,"  describe  such  restrictions  on 
Schedule  F. ) 

YES  NO 


If  applicant  provides  investment  supervisory  services  (as  defined  in  Section 
202(a) (13)  of  the  Act  [15  U.S.C.  80b-2(a) (13)] )  or  manages  investment  advisory 
accounts  for  clients  under  circumstances  not  involving  investment  supervisory 
services,  answer  items  10  through  12.  If  a^licant  does  not  provide  any  of  the 
foregoing  services,  item  11  must,  nevertheless,  be  answered  if  applicant  determines 
or  suggests  the  broker  or  dealer  through  which,  or  the  correnission  rates  at  v^ich 
security  transactions  for  client  accounts  are  effected. 

10.  Conditions  for  Managing  Accounts.  Does  applicant  generally  require  a  minimum 
dollar  amount  of  assets  for  or  generally  impose  any  other  conditions  on  the 
establishment  or  maintenance  of  an  investment  advisory  account? 

YES  NO 


If  "yes,"  describe  such  minimum  and/or  other  conditions  on  Schedule  F. 
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11. 


2  CT  «  £2 


Investment  oc  Brokeca<jre  Discretion.  Does  applicant  or  any  person  associab>d 
with  applicant  have  discretionary authority  to  make  any  of  the  following 
determinations  without  obtaining  the  consent  of  the  investment  advisory 
client  before  the  transactions  are  effected; 


(a) 

khich  securities  are  to  be  bought  oc  sold? 

YES 

NO 

(b) 

The  total  amount  of  the  securities  to  be  bought 
or  sold? 

YES 

NO 

(c) 

Through  which  broker  or  dealer  seciirities  are  to 
be  bought  or  sold? 

YES 

NO 

(d) 

The  commission  rates  at  which  securities  trans¬ 
actions  for  client  accounts  are  effected? 

YES 

NO 

If  the  answer  to  any  question  of  Item  11  is  "yes"  and  there  ace 
limitations  on  such  author ity»  describe  such  limitations  on  Schedule  F. 

If  applicant  or  any  person  associated  with  a^^licant  determines 
or  suggests  the  broker  or  brokers  through  whcxn,  or  the  consnission  rates 
at  which r  securities  transactions  for  client  accounts  are  executed,  describe 
on  Schedule  P  how  brokers  will  be  selected  to  effect  securities  transactions 
and  how  evaluations  will  be  made  of  the  overall  reasonableness  of  brokerage 
conniissions  paid,  including  factors  considered  in  these  determinations. 

If  the  receipt  of  products  or  services  other  than  brokerage  oc  research 
services  is  such  a  factor,  this  description  should  specify  them.  If 
the  receipt  of  research  services  is  such  a  factor  in  selecting  brokers, 
this  description  should  identify  the  nature  of  such  research  services. 

State  on  Schedule  P  if  applicant  may  pay  a  broker  a  brokerage  commission 
in  excess  of  that  which  another  broker  might  have  charged  for  effecting 
the  same  transaction,  in  recognition  of  the  value  of  (a)  brokerage  or 
(b)  research  services  provided  by  the  broker. 

If  ac^licable,  explain  that  research  services  furnished  by  brokers 
through  vi^om  applicant  effects  securities  transactions  may  be  used  in 
servicing  all  of  applicant's  accounts  and  that  not  all  such  services  may 
be  used  by  applicant  in  connection  with  the  accounts  ^ich  paid  commissions 
to  the  broker  providing  such  services;  or,  if  other  policies  or  practices 
are  applicable  with  respect  to  the  allocation  of  research  services  provided 
by  brokers,  explain  on  Schedule  P  such  policies  and  practices. 
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FORM  AIV 
Part  II 
Page  8 


If,  during  the  last  fiscal  year,  applicant,  pursuant  to  an  agreement 
or  understanding  with  a  broker  or  otherwise  through  an  internal  allocation 
procedure,  directed  brokerage  transactions  to  a  broker  or  brokers  because  • 
of  research  services  provided,  identify  and  briefly  describe  on  Schedule  ■* 
such  arrangements. 

12.  Review  of  Accounts. 

(a)  Describe  briefly  on  Schedule  F  the  process  pursuant  to  vrfiich  the  applicai 
reviews  investment  advisory  accounts,  including,  but  not  limited 

to,  the  category  of  personnel  performing  the  review,  the  frequency 
of  review,  the  nimber  of  accounts  assigned  to  account  managers,  factors 
viiich  trigger  reviews,  the  sequence  in  v^ich  accounts  are  reviewed 
and  the  matters  reviewed. 

(b)  State  on  Schedule  F  the  general  frequency  and  nature  of  any  reports 
regularly  furnished  to  clients  concerning  their  investment  advisory 
accounts. 

13.  Balance  Sheet.  Every  applicant  v*o  has  custody  or  possession 

of  clients'  funds  or  securities,  or  requires  prepayment  of  advisory  fees' 
six  months  or  more  in  advance  and  in  excess  of  $500  per  client  shall  provide 
on  Schedule  G  a  balance  sheet  as  of  the  end  of  applicant's  most  recent 
fiscal  year.  The  balance  sheet  shall  be  audited  by  an  independent  public 
accountant.  The  balance  sh#>et  shall  be  prepared  in  accordance  with  generally 
accepted  accounting  principles  and  shall  show  assets  and  liabilities  related 
to  the  advisory  business  separately  from  other  business  and  personal  assets 
and  liabilities.  The  statenent  shall  be  accompanied  by  a  note  stating  the 
accounting  principles  and  practices  follov^d  in < its  preparation,  the  basis 
at  v*iich  securities  are  included  and  other  notes  as  may  be  necessary  for 
an  understanding  of  the  stat^nent.  If  securities  are  included  at  cost, 
their  market  or  fair  value  shall  be  shown  parenthetically. 
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_  OFFICIAL  USE 

FORM  AEV  _ 

SCHEDULE  A  OF  _  _ 

FORM  BO  _  Date  as  stated  on  the 

execution  page  of  Fbnn 

PCXl  CORPORATIONS  AOV  or  Fbcn  BD  accon^xany^ 

(Answers  in  response  to  ITEM  8(a)  of  Part  I  of  Fbrm  AEV  or  inq  this  Schedule; _ 

Item  8(a)  ^nn  BD.) _ _ _ _ _ 

iT  Full  name  of  applicant  exactly  as  stated  in  IRS  Bnpl.  Ident.  No.:  ^ 

Item  2(a)  of  Part  I  of  Form  AEV  or  Item  2(a)  of  Form  BD: 


n.  Name  under  vmich  busiMSs  is  conducted  if  different: 


ill.  Ccmpiete  and  mark  appropriate  columns  for  (a)  each  officer,  director »  and  person 
with  similar  status  or  functions,  and  (b)  each  other  person  who  is,  directly  or 
indirectly,  the  beneficial  owner  of  1%  or  more  of  the  outstanding  shares  of  any 
class  of  equity  security  of  applicant  unless  applicant  is  the  issuer  of  a  secu¬ 
rity  registered  pursuant  to  Section  12  of  the  Securities  Exchange  ;tot  of  1934 
(or  the  issuer  of  a  security  which  is  exempted  pursuant  to  Subsections  (g)(2)(B) 
or  (g)(2)(G)  thereof)  in  which  case  each  other  person  who  is,  directly  or  in¬ 
directly,  the  beneficial  owner  of  5%  or  more  of  any  such  registered  class  of 
equity  security  of  applicant.  Ihus,  if  applicant  is  owned  directly,  or  in¬ 
directly  through  one  or  more  intermediaries,  by  a  corporation,  then  such 
corporation's  shareholders  should  be  considered  in  determining  i^o  must  be 
listed  on  :3chedule  A.  Place  an  asterisk  (*)  after  the  names  of  the  persons  for 
whom  a  chaige  in  title,  status,  or  stock  ownership  is  being  reported.  Place  a 
double  asterisk  (**)  after  the  names  of  the  persons  which  are  ADDED  to  those 
furnished  in  the  most  recent  previous  filing.  Designate  percentage  of  owner¬ 
ship  as  follows:  If  none,  enter  "none,"  above  0%  to  less  than  1%,  enter  "A," 

1%  to  less  than  5%,  enter  "B,"  5%  to  less  than  10%,  enter  "C,"  10%  to  less 
than  25%,  enter  "D,"  25%  to  less  than  50%,  enter  "E,"  50%  to  less  than  75%, 

CTiter  "P,"  75%  to  100%,  enter  "G." 


o  ^  4  (O 

£  M  ^ 

O  2 

5  Zi 

.  >»M 

«  ^  X 
2  . 
Cw  ^  U  — 

C  9  a 

’sle-i 

-  4  6  a 

I  all 


FULL  NAME 


R^*nONSHIP 
Beginning 


Last 


"First  SlddlF 


Date 


Title  or 
Status 


Official  Owner- 

use  ^ip 

Only  Code 


Mo.  Yr. 


01 


Class  ot  Social 
Equity  Security 
Security  Ntxnber 


02 


03 


04 


05 

W 


07 


08 


09 


10 


11 


12 
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RULES  AND  REGULATIONS 

FORM  AEV  “ 

XHEDULE  A  OF  _ 

FORM  BD  _ 

FOR  CORPORATIONS 

Page  2 


OFFICIAL  USE 


IV.  List  below  names  reported  in  the  most  recent  previous  filing  pursuant  to  this 

_ item  i^ich  are  DELETEO  hereby; _ 

FULL  NAME  ENDING  DATE  SOCIAL  SECURITY  OFFICIAL  USE 

Last _ First  .  Middle _ Mo^ _ Yr^ _ NUMBER _ 


If  any  item  on  tliis  page  is  amended ,  you  must  answer  in  full  all  other  items  on 
this  page  and  file  with  a  completed  and  signed  execution  page  and  Page  1  of  Part  I 
of  the  ATV  form. 


DO  NOT  miTB  BELOW  THIS  LINE  . . .  OFFICIAL  USE  ONLY  ... 


FEDERAL  RfOKTER,  VOl.  44,  NO.  27— WEDNESDAY,  FEBRUARY  7,  1R79 


WARNING:  Failivc  to  krop  this  fonn  curteiit  aiid  fniUire  to  keep  acitnotc  hooks  and  records 
as  required  by  tic  Fedcial  secuiitirs  laws  would  violate  sucii  tedcral  securities  laws 
and  may  result  in  disciplinary,  administrative,  injtiictive  or  criminal  action. 
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FORM  ADV  _ 

SCHEDULE  B  OF  _ 

FORM  BD  _ 

FOR  PARTNERSHIPS 

(Answers  in  response  to  ITEM  8(b)  of  Part  I  of  FORM  AEV  or 


OFFICIAL  USE 


Date  as  stateci  on  the 
execution  page  of  Form 
AEV  or  Form  BD  accompany¬ 
ing  this  SchecSule: 


ITEM  8(b)  of  FORM  BD.) _ 

TI  Full  name  of  applicant  exactly  as  stateci  in  IRS  EMPL. 

Item  2(a)  of  Form  AEV  or  Form  BD.  IcSent.  No: 


OFFICIAL 

USE 


TTI  Name  under  which  business  is  conducte<3  if  different: 


III.  List  all  general r  limitecSr  and  special  partners.'  For  each  partner,  cxmplete  anc3 
mark  appropriate  colmins  belc^.  Place  an  asterisk  (*)  after  the  names  of  persons 
which  are  ADDED  to  those  furnisheci  in  the  roost  recent  previous  filing.  Designate 
percentage  of  capital  cx^ntribution  as  follows:  If  none  enter  "none,"  above  0%  to 
less  than  1%,  enter  "A,"  1%  to  less  than  5%  enter  "B,"  5%  to  less  than  10%,  enter 
"C,"  10%  to  less  than  25%,  enter  "D,"  25%  to  less  than  50%,  enter  "E,"  50%  to 


less 

than  75%,  enter  "F," 

75%  to  100%, 

enter  "G." 

FULL 

NAME 

BEGINNING 

Type 

OFFICIAL 

Capital 

Social 

DATE 

of 

USE 

Contri- 

Security 

Partner 

ONLY 

but ion 

Number 

Last 

First  MicJdle 

Mo.  Yr. 

Code 

Iv^  List  below  names  reporte<3  in  the  most  recent  previous  filing  pursuant  to  this 

_ item  which  are  DELETED  hereby: _ _ _ 

FULL  NAME  EMing  Date  Social  Security  OFFICIAL  USE 

Last _ First _ MicMle  Mo.  Yr .  Number  _ 


If  any  item  on  this  page  is  aroenc3ed,  you  must  answer  in  full  all  other  items  on  this 
page  and  file  with  a  completed  and  signed  execution  page  and  Page  1  of  Part  I  of  the 

AEV  form. _ 

• _ DO  NOT  WRITE  BELOW  THIS  LINE  ....  OFFICIAL  USE  ONLY  . . . _ 
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FOBM  ADV  _ 

SCHEDULE  C  OF  _ 

FORM  BD  _ 

FOR  APPLICANTS  OTHER  THAN  SOLE  PROPRIETORS, 

PARINERSHIPS  AND  CORPORATIONS 
(Answers  in  response  to  ITEM  8(c)  of  Part  I  of  FOFU  AD7  or 
IT  Full  name  of  applicant  exactly  as  stated  in  Item  2(a) 
of  Fbrm  AEV  or  Form  BD: 


OFFICIAL  USE 

Date  as  stated  on  the 
execution  page  of  Form 
AEV  or  FC»M  BD  accompany¬ 
ing  this  Schedule: 

ITEM  8(C)  of  FORM  BD.) _ 

IRS  Bnpl.  Ident.  No: 


IT^  Name  under  which  business  is  concSucted  if  different: 


III.  List  below  any  person,  including  a  trustee,  wlio  directs,  manages,  or  participates 
in  directing  or  rocinaging  the  affairs  of  applicant.  As  to  each  person  listed 
below,  state  his  title  or  status  and  describe  the  nature  of  his  authority  and  his 
beneficial  interest  in  applicant.  Place  an  asterisk  {*)  beside  the  names  of 
persons  for  whom  a  change  in  title,  status,  or  interest  is  being  reported.  Place 
a  double  asterisk  (**)  after  the  names  of  persons  which  are  ADDED  to  those 
furnished  in  the  most  recent  previous  filing. 

FULL  NAME  Relationship  Social  Security  Description  of 

Beginning  Title  Number  Authority  and 

Date  or  Beneficial  Interest 

Last  First  Middle _ Mo.  Yr .  Status  _  _  _ 


^IVT  List  below  names  reported  in  the  most  recent  previous  filing  pursuant  to  this  item 

_ which  are  DELETED  hereby: _ _ , _ 

FUr.L  NAME  Ebdirtg  Date  Social  Security’  OFFICIAL  ISE 

rLast _ First  Middle _ Mo.  Yr. _ Number _ 

5 


If  any  item  on  this  page  is  amended,  you  must  answer  in  full  all  other  it«ns  on  this 
page  and  file  with  a  completed  and  signed  execution  page  and  Page  1  of  Part  I  of  the 
AEV  form. 
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orriciAL  USE 

Date  as  stated  on  the 
execution  page  of 
Fbnn  AEV  or  FORM  BD 
accompanying  this 
Schedule; 


FORM  ADV  _ 

SCHEDULE  D  OF  _ 

FORM  BD  _ 

(Answers  in  response  to  ITEM  11  of  Part  I  of  FORM  AEV  or 
ITEM  12  of  FORM  BD.) 


NOTE;  (a)  Complete  a  separate  Schedule  D  for  each  natural  person  nesned  in  Itans  2(a) , 
8  or  9  of  Part  I  or  any  Schedule  thereunder,  except  that  Schedule  D  need 
not  be  furnished  for  any  person  who  meets  both  of  the  following  conditions; 
(1)  he  owns  less  than  10%  of  any  class  of  equity  security  of  applicant 
and  (2)  he  is  not  an  officer,  director,  or  person  with  similar  status 
or  function. 


(b) '  Complete  a  separate  Schedule  D  for  each  person  subject  to  any  action 

reported  under  Item  10  of  Part  I. 

(c)  State  all  names  in  the  order  of  last  name,  first  name,  full  middle  name. 

If  any  person  legally  has  only  an  initial,  so  indicate  after  the  initial. 

(d)  Applicants  who  are  completing  Schedule  D  in  response  to  Item  11  of  Part  I 
of  Form  AEV  should  also  complete  a  separate  schedule  D  for;  (1)  each 
manber  of  a^licant's  investment  committee  or  similar  group,  if  any, 
which  determines  or  approves  what  investment  advice  shall  generally 

be  rendered  by  applicant  to  any  client,  or  to' which  clients  such  investment 
ad/ice  shall  be  rendered,  or  (2)  in  the  absence  of  an  investment  conmittee 
or  similar  group,  each  person  associated  with  applicant  idio  determires 
or  approves  what  investment  advice  shall  be  rendered  by  applicant  to  any 
client,  or  to  v^ich  clients  such  investment  advice  shall  be  rendered 
(if  more  than  five  such  persons,  it  is  necessary  to  complete  a  separate 
Schedule  D  only  for  those  persons  having  supervisory  responsibility 

_ over  those  persons  described  in  this  paragraph). _ _ 

I.  Full  name  of  applicant  exactly  as  stated  in  Item  2(a)  of  IRS  E^l.  Ident.  No.; 
Form  AEV  or  Form  BD; 


TTI  Full  n<ane  of  person  tor  whom  this  Schedule  is  being 
completed; 


IRS  Elnpl.  Ident.  No.  or 
Soc.  Sec.  No.; 


III»(a)  Residence  address  of  person;  (Number  and  Street,  City,  State,  ZIP  Code) 


(b)  Date  of  Birth;  (c)  City  of  Birth;  (d)  State  or  Province;  (e)  Country; 

t 

Ivl  I^ES  USED;  Furnish  below  a  list  of  all  names  other  than  the  name  stated  in  Item 
II  of  this  Schedule  the  individual  has  been  known  by  or  has  used  including 
maiden  name  if  applicable.  If  no  other  names  used,  state  "None." 

(Last)  (First)  (Middle) 
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OFFICIAL  USE 


SCHEDULE  D  OF 


FORM  ADV 


FORM  BD 


EOUCATICW:  Furnish  below  a  description  of  the  education  for  the  person  named 
in  Item  II  of  this  Schedule  ( include  name  and  location  of  last  high  school  ' 
attended,  name  and  location  of  any  college  or  university  attended,  degree 
received  and  year  it  was  received). 


I.  BUSINESS  BACKGROUND:  Furnish  below  a  complete  consecutive  statement  of  all 
business  experience  and  employment  for  the  past  ten  years.  List  the  roost 

recent  position  first.  If  none,  state  "None." _ _ _  • 

Name  of  Firm  Kind  of  Exact  Nature  of  Beginning  Date  Ending  Date 

and  Address  Business  Connection  or  Mo.  Yr.  Mo.  Ttt. 

Employment 


VII.  PROCEEDINGS:  If  any  answer  to  any  paragraf*  of  Item  10  is  *Yes"  with  respect 
to  the  person  for  whom  this  Schedule  is  being  completed,  furnish  the  following 

_ details: _ _ 

/^1  icable  Title  or  Nane  and  Location  of  Court,  Nature  and  Date  of  and 

Part  and  Description  Agency,  Jurisdiction  or  Disposition  of 

Question  of  Action  Self-Regulatory  Organization  Proceeding 

of  Item  10 


If  any  item  on  this  page  is  amended,  you  must  answer  in  full  all  other  items  on  this 
page  with  a  completed  and  signed  execution  page  and  Page  1  of  Part  I  of  the  AEV  form. 
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OFFICIAL  USE 


SCHEDULE  E  OF  FORM  ACV  _ 

( Continuation  Sheet  foe  Part  I  of  Pocro  ADV) 


( Do  not  use  this  Schedule  as  a  continuation  sheet  foe 

Pact  II  of  Focm  ACV  oc  Schedules  A,  C,  and  D.) _ 

I.  Full  ndfne  of  applicant  exactly  as  stated  in  Iten*  2(a) 
of  Part  I  of  Poem  AEV; 


□ate  as  stated  on 
the  execution 
page  of  Poem  A£V 
accompanying  this 
Schedule : 

IRS  Qnpl.  Ident.  No. : 


Item  of  Poem 

( identiEyi _  Answer 


\ 


If  any  item  on  this  page  Is  amended,  you  must  ans^r  In  full  all  other  items  on  this 
page  and  file  with  a  completed  and  signed  execution  page  and  Page  1  of  Part  I  of  the 
ACV  form. 
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OFPIClto 


SCHEHJULE  F  OF  FORM  AEV  _ 

(Continuation  Sheet  for  Part  II  of  Form  AIV) 


(Do  not  use  this  Schedule  as  a  continuation  sheet  for 

Part  I  of  Form  PiDJ  or  Schedules  A,  B,  C,  and  D.) _ 

TI  Full  name  of  applicant  exactly  as  stated  in  Iten  2(a) 
of  Part  I  of  Form  AEV: 


Date  as  stated  on 
the  execution 
page  of  FOrm  AEV 
accompanying- this 
Schedule: 


IRS  Ehtpl.  Ident.  No.: 


Item  of  Form 
( identify) 


c  Sc 

5  -p.  O  55 

o  fe  B  ^ 

^  V*  ^ 

£•525 
8  SIS 
’  "S'Z  ^ 

W  C  ^ 

Q  Q  ^  C 
^  -2  tn 

lli'5 

■=•3 

i>k 

M  IQ  O 
w  ^  LG 

u  Ip  c  S 
s 

bJ  5 

5  k.. 

^  bj  <Q  C; 


r  w- 
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Answer 


If  any  itan  on  this  page  is  amended,  you  must  answer  in  full  all  other  itoiis  on  this 
page  and  file  with  a  completed  and  signed  execution  page  and  Page  1  of  Part  I  of  tte 
AEV  form. 
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SCHEDULE  G  OF  FORM  ADV 

Date  as  given  on  the  execution 
page  of  the  Fbnn  ACV  accorapany- 
Isa.  this  Schedule. _ 


(Answers  in  Response  to  It^  17  of  Part  I  and  Item  13  of  Part  II  of  Form  ADV 
and  Item  4  of  Farm  AEVhS) 

Full  name  of  applicant  exactly  as  stated  in  Item  2(a)  IRS  Qnpl.  Ident.  No.: 
of  Part  I  Form  ACV: 


If  any  item  on  this  page  is  amended »  you  must  answer  in  ^ull  all  other  items  on  this 
page  and  file  with  a  completed  and  executed  page  and  Page  1  of  Part  I  of  the  ADV  form. 
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WAKWING:  Failiffe  to  keep  this  fonn  current  and  failure  to  keep  accurate  books  and  records 
as  required  by  the  Federal  securities  laws  would  late  such  Federal  securities  Ini'- 
and  may  result  in  disciplinary,  Administrative,  i;  .jictive  or  criminal  action. 
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EXECUTION  PAGE  SEC  USE 

File  No. 

801- _ 

DOC.  SEQ.  NO. 

EXECUTIOI^  The  applicant  submitting  this  Form  and  its  attachments  and 
the  person  by  whom  it  is  executed  represent  hereby  that  all  information 
contained  therein  is  true,  current  arxl  complete.  It  is  understood  that 
all  required  items  and  Schedules  are  considered  integral  parts  of  this 
form  and  that  the  subnission  of  any  amerKdment  represents  that  all 
unamended  items  and  Schedules  remain  true,  current  and  complete  as 
required . 


Dated  the 


day  of 


19 


(Name  of  Corporation,  Partnership  or  other  organization) 

(Manual  signature  of  Sole  Proprietor,  General  Partner, 
Managing  Agent  or  Principal  Officer) 


(Title) 


ATTEOTION  —  Intentional  misstatements  or  omissions  of 

facts  constitute  Federal  Criminal  Violations. 
(See  18  U.S.C.  1001  and  15  U.S.C.  80b-17) 


DO  NOT  ViRITE  BELOW  THIS  LINE... FOR  OFFICIAL  USE  ONLY 
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FORM  ANNUAL  SUPPLEMENT  FOR  INVESTMENT  AEVISERS  REGISTERED 

AEV-S  UNDER  THE  INVESTMENT  ADVISERS  ACT  OF  1540 

SECURITIES  AND  EXCHANGE  COMMISSION 
WASHINGTON,  D.C.  20549 


GENERAL  INSTRUCTIONS  FOR  PREPARING  AND  FILING  FORM  AEV-S 

IT  This  form  (or  mechanical  reprcx3uctions  thereof)  shall  be  canpleted  and  filed  in 
triplicate  with  the  Securities  and  Exchange  Commission,  Washington,  D.C.  20549. 
Additional  copies  of  this  form  are  available  at  any  office  of  the  Canmission. 

2.  Every  investment  adviser  which  is  registered  under  the  Act  on  the  last  day  of 
its  fiscal  year  is  required  to  file  Form  AEV-S  no  later  than  90  days  after 
the  end  of  registrant's  fiscal  year  unless  registrant's  registration  has  been 
withdrawn,  cancelled,  or  revoked  prior  to  that  date. 

3.  Failure  to  file  Form  AEV-S,  in  addition  to  constituting  a  violation  of  Rule 
204-l(c)  under  the  Act,  will  result  in  the  taking  of  appropriate  steps  by 
the  Commission  to  determine  v«*iether  a  registrant  is  still  in  existence  and  is 
still  engaged  in  business  as  an  investment  adviser  and  may,  therefore,  lead 
the  Commission  to  order  cancellation  of  a  registrant's  registration,  pursuant 
to  Section  203(h)  of  the  Act  [15  U.S.C.  80b-3(h)]. 

4.  Any  registrant  answering  Item  2  in  the  negative  vhich  is  not,  to  its  knowledge, 
the  subject  of  a  pending  Commission  investigation  or  administrative  proceeding, 
is  strongly  urged  to  withdraw  frcxn  registration  by  filing  a  notice  of  withdrawal 
on  Form  AEV-W  together  with  this  form  or  as  soon  as  possibl;?  thereafter.  Other¬ 
wise,  the  Commission  may  order  cancellation  of  Registrant's  registration  solely 

'  on  the  basis  of  registrant's  response  to  It«n  2  of  this  form.  Copies  of  Form 
AEV-W  may  be  obtained  from  any  office  of  the  Canmission. 

5.  It  is  essential  that,  before  answering  Item  3,  registrant  carefully  review  its 
Form  AEV  which  is  currently  on  file  with  the  Commission  and  the  provisions 

of  Rule  204-1  under  the  Act,  which  sets  forth  the  circunstances  in  which  amend¬ 
ments  to  Form  AEV,  the  application  for  registration,  are  required  to  be  filed. 
Any  registrant  v^iich  provides  an  affirmative  answer  to  item  3(a)  should  file 
the  required  amendment(s)  together  with  this  form  or  as  soon  as  possible  there¬ 
after.  Failure  to  do  so  could  result  in  appropriate  enforcement  action  by 
the  Commission.  Copies  of  Form  AEV  may  be  obtained  fran  any  office  of  the 
Commission. 

NOTE:  A  registrant  v^ich  does  not  have  a  copy  of  its  Fbrm  AEV  which  is 
currently  on  file  with  the  Canmission  may  inspect  the  form  at  the 
Commission's  Public  Reference  Section,  1100  L  Street,  N.W. ,  Washington, 
D.C.  20005  or  the  appropriate  Regional  Office,  or  may  obtain  a  j*ioto- 
copy  at  a  noninal  charge  from  the  Riblic  Reference  Section,  Securities 
and  Exchange  Cormission,  Washington,  D.C.  20549. 

NOTE:  Registrants  have  a  continuing  obligation  to  file  any  amendments  to 
Form  ADV  within  the  time  limits  set  forth  in  Rule  204-1  under  the 
Act  and  should  not  postpone  such  filings  until  the  filing  of  Form 
AEV-S.  If  the  information  in  response  to  questions  1  or  2  of  this 
form  is  different  from  similar  Lnforraation  on  Form  AEV,  registrant 
must  also  file  an  amendment  to  Form  AEV.  The  filing  of  Form  AEV-S 
does  not  relieve  registrant  from  any  requirement  to  amend  Fbrm  AEV. 
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Pdge  TWO  of  FORM  AEV-S 


6.  Item  4  is  to  remind  registrant  to  file  with  the  Comnission  on  Schedule  G  of 
Form  ACV  a  balance  sheet  as  of  the  end  of  such  registrant's  most  recent  fiscal 
year.  The  balance  sheet  must  meet  the  requir«nents  of  Item  17  of  Part  I  or 
Item  13  of  Part  II  of  Form  AD/. 

7.  If  registrant  uses  a  written  discloslire  statement  other  than  Part  II  of  Fbrm  ACV 

to  satisfy  the  requirements  of  Rule  204-3  under  the  Actr  Item  5  requires  registrant 
to  file  with  the  Commission  as  part  of  Ebrm  ACV-S  a  copy  of  each  disclosure 
statement  delivered  or  offered  to  be  delivered  by  registrant  in  the  preceding 
fiscal  year.  Investment  advisers  who  use  only  Part  II  of  Form  AEV  as 
the  written  brochure  statement  request  of  Rule  204-3  need  not  file  Part  II. 

8.  CJKDER  S0CTIOCB  204  AND  211(a)  OF  THE  INVESTMENT  ACVISERS  ACT  OF  1940  AND  THE 
RULES  AND  REGULATIONS  THEREUNDER,  THE  COM^tISSION  IS  AUTHORIZED  TO  SOLICIT  THE 
INFORMATION  REQUIPiD  By  THIS  FORM  FROM  I^ISTRANTS  UNDER  THE  m^TMEMT 
ADVISERS  per  OF  1940.  IHE  INFORMATION  SPECIFIED  BY  THIS  FORM  (OTHER  THAN 
SOCIAL  SECURITY  NUMBERS)  MUST  BE  PROVIDED  PRIOR  TO  PROCESSING  OF  THE  FORM. 

DISCLOSURE  OF  SOCIAL  SECURITY  NUMBERS  IS  VOLUNTARY,  BUT  SOCIAL  SECURITY  NUMBERS 
WILL  ASSIST  THE  COMMISSION  IN  II^OTIFYING  REGISTRANTS  AND,  THEREFORE,  IN 
PROMPTLY  PR0:ESSING  THE  FORMS.  THE  INPOI^ATION  WILL  BE  USED  FOR  THE  PRINCIPAL 
PURPOSES  OF  DETERMINING  WHEIHER  REGISTRANT  IS  PRESENTLY  ENGAGED  IN  BUSINESS  AS 
AN  INVESTMEI>rr  ADVISER  AND  WHETHER  ALL  INK»RKATlON  IN  REGISTRANT'S  FORM  .ADV  IS 
CURRENT,  AS  WELL  AS  OTHER  REGULATORY  PURPOSES.  INFORMATION  SUPPLIED  ON  OR 
ENCLOSED  WITH  THIS  FORM  WILL  BE  INCLUDED  IN  THE  PUBLIC  FILES  OF  THE  C0^WISSION^ 

AND  WILL  BE  AVAILABI^  FOR  INSPECTION  BY  ANY  INTERESTED  PERSON.  A  FORM  WHICH 

IS  NOT  PREPARED  AND  EXECUTED  IN  COMPLLANCE  WITH  APPLICABLE  REQUIREMENTS 

MAY  BE  RETURNED  AS  NOT  ACCEPTABLE  FOR  FILING.  ACCEPTANCE  OF  THIS  FORM,  HOWEVER, 

SHALL  NOT  COr'BTITUTE  ANY  FINDING  THAT  IT  HAS  BEEN  FII£D  AS  REQTIIRED  OR  THAT 
THE  niPORMATION  SUBt^ITTED  IS  TRUE,  CURREOT,  OR  COMPLETE.  INTENTIONAL  MISSTATEMENTS 
OR  OMISSIONS  OF  FACT  CONSTITUTE  FEDERAL  CRIMINAL  VIOIATIONS.  (See  18  U.S.C.  1001 
and  15  U.S.C.  80b-17.) 

GENERAL:  Read  all  instructions  before  preparing  the  form.  Please  print  or 
type  all  responses. 


FCDEtAl  KCdSTER.  VOL.  44.  NO.  WEDNESDAY,  FEMUAftY  7,  1979 


WAKNINCU  Failure  to  keep  this  fonn  tijirent  aixJ  (oiliite  to  keep  acciuatc  books  and  records 
as  required  by  tie  Federal  securities  laws  would  violate  such  Feileral  securities  laws 
and  may  result  in  disciplinary,  administrative,  injurctive  or  criminal  action. 

INIFOTIONAI.  MISSTAIinr.N’l'J  a<  fMISSKJtS  CF  FW.'TS  MAY  COtlSTmTlE  CRIHIMAL  VIOIATKJNS. 
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Page  Three  of  FORM  ACV-S 

1.  (a) 

Registrant's  Investment  Adviser  File  Number 

801- 

(b) 

Full  name  of  registrant:  (If  individual,  state  last,  first,  middle 

name) 

IRS  E)npl.  Ident.  No. 
or  Soc.  Sec.  No.: 

(c) 

Name  under  which  business  is  conducted,  if  different: 

(d) 

Address  of  principal  place  of  business;  (Do 

not  use  P.O.  Box  Number) 

(No.  Street)  (City)  (State) 

(ZIP  Code) 

(e) 

Mailing  address,  if  different: 

2.  Is  registrant  presently  engaged  in  business  as  an  investnient  adviser? 

YES  NO 


3.  (a)  Is  any  amendment  to  registrant's  Form  AEV  required  to  be  filed  pursuant 
to  Rule  204-1  under  the  Act  to  correct  any  information  contained  in 
registrant's  Form  MJJ  currently  on  file  with  the  Carmission? 

YES  NO 


(b) 


If  the  answer  to  question  3(a)  is  "yes,"  state  whether  all  required  amend¬ 
ments  are  enclosed  with  this  form. 

YES  NO 


4.  Attach  on  Schedule  G  of  Form  AEV  a  balance  sheet  as  of  the  end  of  registrant's 
most  recent  fiscal  year,  meeting  the  requirements  of  Item  17  of  Part  I  or 
Item  13  of  Part  II  of  Form  AEV. 
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Page  Fbur  of  FORM  ACV  -S 

5.  (a)  In  complying  with  Rule  204-3  under  the  Act,  has  registrant  delivered  or 

offered  to  deliver  a  written  disclosure  statement  (other  than  in  the 
form  of  Part  II  of  Form  ACV)  during  the  preceding  fiscal  year  of  the 
registrant. 

YES  NO 


(b)  If  the  answer  to  it«B  5(a)  is  "yes",  attach  a  cc^y  of  each  such  form  of 
written  disclosiire  statement. 


EXECUTION':  ihe  undersigned  represents  that  he  has  executed  this  form  on  behalf 
of,  and  with  the  authority  of,  said  registrant.  The  undersigned  and 
registrant  represent  that  the  information  and  statements  contained 
herein,  including  exhibits  attached  hereto  and  other  information  filed 
herewith,  all  of  which  are  made  a  part  hereof,  are  current,  true,  and 
complete . 


Dated  die 


day  of 


19 


(NAME  OF  RBGISTRANT) 


(SIGNATURE  AND  TITLE) 


[FR  Doc.  T9-30O4  Filed  2-T-79:  6:45  ami 
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